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General 
 
Who is eligible to participate in this program? 
 Answer 

Only the Destination Marketing Organizations (“DMOs”) designated by the state of 
Tennessee are eligible to receive funding under this program. DMOs from every 
Tennessee county have been allocated funding under this program. 
 
Are recipients required to apply for funds? 
Answer 

No, all recipients have already been allocated a share of funds and will not be required 
to submit an application.  
  
How much funding will my DMO receive?  
Answer 

The allocation amounts by county may be found at tncaresact.tn.gov. Recipients will 
have access to an online dashboard showing their total allocation and the available 
balance of funds throughout the duration of the program.  
 
When will we receive the funds allocated to our DMO?  
Answer 

Recipients will be able to request funds as they incur eligible costs. Each recipient will 
have access to the Tennessee CARES Act Management System (“TN CAMS”) which will 
be the portal where these requests are made. All Requests for Funding (“RFFs”) must 
include attached supporting documentation for expenses incurred. Payments will be 
made as soon as administratively possible after your request is approved.  
 
Will there be any advances of funds or will all funds be disbursed on a reimbursement basis? 
Answer 

There will be no advance of funds. All funds will be reimbursed after supporting 
documentation is provided. 

 

What substantiating documentation for program expenses will be required? 

Answer 
Supporting documentation for expenses will be required. Such support can include 
and may not be limited to receipts, invoices, and proof of payment, sample material 
from marketing campaigns. Recipients should also include a narrative with their 
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reimbursement request providing more detail stating what the expenses were used 
for and why they were necessary due to COVID-19.   

 
How will I receive the payment for the reimbursement? 
Answer 

Payments will be made following the settings associated with your supplier ID in the 
Tennessee Edison system. 
 
What is the deadline to spend the funds? 
Answer 

Recipients must spend funds and submit the appropriate reporting requirements by 
November 2, or else submit a request by November 2 which includes detailed plan 
explaining how they will spend their remaining fund balance before December 30, 
2020. Failure to do so may result in de-obligation of funds.   
 
For expenses that Recipients expect to be incurred in November and December, 
Recipients must submit some documentation along with their RFF demonstrating what 
that expense is, when payment is due, and why the expense is necessary due to COVID-
19.  Reimbursements for expenses after November 2, 2020, will not be reimbursed 
until proof of payment is supplied through TN-CAMS.  All expenses must be requested, 
even if future expenses, by November 2, 2020.   
 
Can a purchase order be submitted for reimbursement and proof of payment be provided at a later 
time? 
 Answer 

Yes, you may submit the purchase order with your initial request for funds, however, 
funds will not be disbursed until proof of payment has been provided.  Accordingly, 
please provide with your RFF the purchase order and then supply the proof of payment 
once you have it.  Upon receipt of the proof of payment funds will be released.   

 

Is there a cap on the frequency of reimbursement requests?  

Answer 
No, there is no cap on the frequency of reimbursement requests. Requests may be 
submitted as frequently as your organization would like, until the allocation is fully 
utilized.  As a reminder, all requests must be submitted by November 2, 2020.   
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Eligible Expenses 
 
Do all marketing promotions need to include a message relating to safety measures being 
implemented in response to COVID-19?  

   Answer 
Marketing messages should include reference that the destination/attraction/ 
facility/event is a safe experience for visitors/attendees. COVID response 
messaging/imagery may include but is not limited to: encouraging or demonstrating 
the need for visitors/attendees to utilize face coverings, follow social distancing 
guidelines, wash hands often and thoroughly, and limit attendance/close contact 
when visiting attractions/attending events.  

 

Can the funds be used to reimburse Administrative Costs? 
Answer 

Yes, administrative fees may be reimbursed as long as the fees are related to COVID 
tourism marketing projects. However, Administrative fees will only be reimbursed up 
to 10 percent of a recipient’s total allocation.  
 
Can the funds be used to reimburse DMOs for costs related to supplies purchased for their facility?  
Answer 

Yes, these expenses may be reimbursed if they were necessary to help protect 
employees, customers, and others from the spread of COVID-19. Examples of such 
costs would include: signage, floor stickers, clings, branded masks, hand sanitizer to 
ensure consumer is clearly informed of safety precautions.  Again, all goods must be 
received by December 30, 2020, in order to be eligible for reimbursement under this 
program.   
 
 Can recipients use the funds to reimburse eligible expenses incurred prior to this program?  
Answer 

Grant funds may be used to cover eligible costs incurred from March 1, 2020 – 
December 30, 2020. If eligible costs were incurred prior to this program, they may be 
covered by the DMO’s allocated funds as long as they were not incurred before March 
1, 2020 and the required supporting documentation was maintained. 

 
Do all promotional materials purchased with these funds need to be distributed before December 
30, 2020? 
Answer 

No, promotional materials do not all need to be distributed by December 30. However, 
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the expense must be incurred between March 1, 2020 and December 30, 2020 in order 
to be eligible for reimbursement. Guidance released by the U.S. Treasury regarding 
the use of these funds states that for a cost to be considered to have been incurred, 
performance or delivery must occur between March 1, 2020 and December 30, 2020. 
(Note that for any promotional materials purchased and delivered before December 
30, but distributed after December 30, the cost of any distributing materials after 
December 30 (e.g., postage, personnel costs, etc.) would not be eligible to be 
reimbursed by this fund.)  

 

Can the funds be used to reimburse prepaid expenses for marketing initiatives that will 
extend beyond December 30? 

Answer 
No, if recipients prepay for contracts that will extend beyond December 30 (for 
commercial airtime, billboard rental, etc.) they will only be reimbursed for the portion 
of the cost that falls within March 1, 2020 and December 30, 2020. 
 

Can the funds be used to replace lost revenue?  

Answer 
No, replacement of lost revenue is not a permissible use of these funds. All funds 
should be used to fund programs that are designed to promote the Tourism and 
Hospitality industries in a DMO’s community.  
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CARES Act Terms & Conditions for the TN CAMS System 
For Non-Local Governmental Entities or their agents and instrumentalities 

The Non- Local Governmental Entity will adhere to the following terms: 

SCOPE (ELIGIBLE EXPENSES) 

1. The Grantee acknowledges and accepts that payments from the Coronavirus 
Relief Fund will only be used to cover expenses that are eligible under section 
5001 (d) of the CARES Act and:  

a. are necessary expenditures incurred due to the public health emergency 
with respect to the Coronavirus Disease 2019 (COVID -19); 

b. were not accounted for in the budget most recently approved as of March 
27, 2020 (the date of enactment of the CARES Act) for the State or 
government; and  

c. were incurred during the period that beings on March 1, 2020 and ends on 
December 30, 2020.  

STANDARD TERMS AND CONDITIONS 

1. Required Approvals.  The State is not bound by this Grant Contract until it is 
signed by the parties and approved by appropriate officials in accordance with 
applicable Tennessee laws and regulations (depending upon the specifics of this 
Grant Contract, the officials may include, but are not limited to, the Commissioner 
of Finance and Administration, the Commissioner of Human Resources, and the 
Comptroller of the Treasury). 

2. Modification and Amendment.  This Grant Contract may be modified only by a 
written amendment signed by all parties and approved by the officials who 
approved the Grant Contract and, depending upon the specifics of the Grant 
Contract as amended, any additional officials required by Tennessee laws and 
regulations (the officials may include, but are not limited to, the Commissioner of 
Finance and Administration, the Commissioner of Human Resources, and the 
Comptroller of the Treasury). 

3. Termination for Convenience.  The State may terminate this Grant Contract 
without cause for any reason.  A termination for convenience shall not be a 
breach of this Grant Contract by the State.  The State shall give the Grantee at 
least thirty (30) days written notice before the effective termination date.  The 
Grantee shall be entitled to compensation for authorized expenditures and 
satisfactory services completed as of the termination date, but in no event shall 
the State be liable to the Grantee for compensation for any service that has not 
been rendered.  The final decision as to the amount for which the State is liable 
shall be determined by the State.   The Grantee shall not have any right to any 



Appendix C 

2 | P a g e  
 

actual general, special, incidental, consequential, or any other damages 
whatsoever of any description or amount for the State’s exercise of its right to 
terminate for convenience.  

4. Termination for Cause.  If the Grantee fails to properly perform its obligations 
under this Grant Contract, or if the Grantee violates any terms of this Grant 
Contract, the State shall have the right to immediately terminate this Grant 
Contract and withhold payments in excess of fair compensation for completed 
services.  Notwithstanding the exercise of the State’s right to terminate this Grant 
Contract for cause, the Grantee shall not be relieved of liability to the State for 
damages sustained by virtue of any breach of this Grant Contract by the Grantee. 

5. Subcontracting.  The Grantee shall not assign this Grant Contract or enter into a 
subcontract for any of the services performed under this Grant Contract without 
obtaining the prior written approval of the State.  If such subcontracts are 
approved by the State, each shall contain, at a minimum, sections of this Grant 
Contract pertaining to "Conflicts of Interest," “Lobbying,” "Nondiscrimination," 
“Public Accountability,” “Public Notice,” and “Records" (as identified by the 
section headings).  Notwithstanding any use of approved subcontractors, the 
Grantee shall remain responsible for all work performed. 

6. Conflicts of Interest.  The Grantee warrants that no part of the total Grant 
Contract Amount shall be paid directly or indirectly to an employee or official of 
the State of Tennessee as wages, compensation, or gifts in exchange for acting as 
an officer, agent, employee, subcontractor, or consultant to the Grantee in 
connection with any work contemplated or performed relative to this Grant 
Contract.   

7. Lobbying.  The Grantee certifies, to the best of its knowledge and belief, that:  
a. No federally appropriated funds have been paid or will be paid, by or on 

behalf of the undersigned, to any person for influencing or attempting to 
influence an officer or employee of an agency, a Member of Congress, an 
officer or employee of Congress, or an employee of a Member of Congress in 
connection with the awarding of any federal contract, the making of any 
federal grant, the making of any federal loan, the entering into of any 
cooperative agreement, and the extension, continuation, renewal, 
amendment, or modification of any federal contract, grant, loan, or 
cooperative agreement. 

b. If any funds other than federally appropriated funds have been paid or will be 
paid to any person for influencing or attempting to influence an officer or 
employee of any agency, a Member of Congress, an officer or employee of 
Congress, or an employee of a Member of Congress in connection with this 
contract, grant, loan, or cooperative agreement, the Grantee shall complete 
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and submit Standard Form-LLL, “Disclosure of Lobbying Activities,'' in 
accordance with its instructions. 

c. The Grantee shall require that the language of this certification be included in 
the award documents for all sub-awards at all tiers (including subcontracts, 
sub-grants, and contracts under grants, loans, and cooperative agreements) 
and that all subrecipients shall certify and disclose accordingly.   

 

This certification is a material representation of fact upon which reliance was 
placed when this transaction was made or entered into and is a prerequisite for 
making or entering into this transaction imposed by 31 U.S.C. § 1352. 

 

8. Communications and Contacts.  All instructions, notices, consents, demands, or 
other communications required or contemplated by this Grant Contract shall be 
in writing and shall be made by certified, first class mail, return receipt requested 
and postage prepaid, by overnight courier service with an asset tracking system, 
or by email or facsimile transmission with recipient confirmation. 

9. Subject to Funds Availability.  This Grant Contract is subject to the appropriation 
and availability of State or Federal funds.  In the event that the funds are not 
appropriated or are otherwise unavailable, the State reserves the right to 
terminate this Grant Contract upon written notice to the Grantee.  The State’s 
right to terminate this Grant Contract due to lack of funds is not a breach of this 
Grant Contract by the State.  Upon receipt of the written notice, the Grantee shall 
cease all work associated with the Grant Contract.  Should such an event occur, 
the Grantee shall be entitled to compensation for all satisfactory and authorized 
services completed as of the termination date.  Upon such termination, the 
Grantee shall have no right to recover from the State any actual, general, special, 
incidental, consequential, or any other damages whatsoever of any description or 
amount. 

10. Nondiscrimination.  The Grantee hereby agrees, warrants, and assures that no 
person shall be excluded from participation in, be denied benefits of, or be 
otherwise subjected to discrimination in the performance of this Grant Contract 
or in the employment practices of the Grantee on the grounds of handicap or 
disability, age, race, color, religion, sex, national origin, or any other classification 
protected by federal, Tennessee state constitutional, or statutory law.  The 
Grantee shall, upon request, show proof of nondiscrimination and shall post in 
conspicuous places, available to all employees and applicants, notices of 
nondiscrimination. 

11. HIPAA Compliance.  The State and the Grantee shall comply with obligations 
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under the Health Insurance Portability and Accountability Act of 1996 (HIPAA), 
Health Information Technology for Economic and Clinical Health Act (HITECH) 
and any other relevant laws and regulations regarding privacy (collectively the 
“Privacy Rules”).  The obligations set forth in this Section shall survive the 
termination of this Grant Contract.  
a. The Grantee warrants to the State that it is familiar with the requirements of 

the Privacy Rules and will comply with all applicable HIPAA requirements in 
the course of this Grant Contract. 

b. The Grantee warrants that it will cooperate with the State, including 
cooperation and coordination with State privacy officials and other 
compliance officers required by the Privacy Rules, in the course of 
performance of this Grant Contract so that both parties will be in compliance 
with the Privacy Rules.  

c. The State and the Grantee will sign documents, including but not limited to 
business associate agreements, as required by the Privacy Rules and that are 
reasonably necessary to keep the State and the Grantee in compliance with 
the Privacy Rules.  This provision shall not apply if information received by the 
State under this Grant Contract is NOT “protected health information” as 
defined by the Privacy Rules, or if the Privacy Rules permit the State to receive 
such information without entering into a business associate agreement or 
signing another such document. 

12. Public Accountability.  If the Grantee is subject to Tenn. Code Ann. § 8-4-401 et 
seq., or if this Grant Contract involves the provision of services to citizens by the 
Grantee on behalf of the State, the Grantee agrees to establish a system through 
which recipients of services may present grievances about the operation of the 
service program. The Grantee shall also display in a prominent place, located near 
the passageway through which the public enters in order to receive Grant 
supported services, a sign at least eleven inches (11") in height and seventeen 
inches (17") in width stating: 
 
NOTICE:  THIS AGENCY IS A RECIPIENT OF TAXPAYER FUNDING. IF YOU OBSERVE 
AN AGENCY DIRECTOR OR EMPLOYEE ENGAGING IN ANY ACTIVITY WHICH YOU 
CONSIDER TO BE ILLEGAL, IMPROPER, OR WASTEFUL, PLEASE CALL THE STATE 
COMPTROLLER’S TOLL-FREE HOTLINE:  1-800-232-5454. 

 

 The sign shall be on the form prescribed by the Comptroller of the Treasury.  The 
Grantor State Agency shall obtain copies of the sign from the Comptroller of the 
Treasury, and upon request from the Grantee, provide Grantee with any 
necessary signs. 
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13. Public Notice.  All notices, informational pamphlets, press releases, research 
reports, signs, and similar public notices prepared and released by the Grantee in 
relation to this Grant Contract shall include the statement, “This project is funded 
under a grant contract with the State of Tennessee.”  All notices by the Grantee in 
relation to this Grant Contract shall be approved by the State. 

14. Licensure.  The Grantee, its employees, and any approved subcontractor shall be 
licensed pursuant to all applicable federal, state, and local laws, ordinances, rules, 
and regulations and shall upon request provide proof of all licenses. 

15. Records.  The Grantee and any approved subcontractor shall maintain 
documentation for all charges under this Grant Contract.  The books, records, and 
documents of the Grantee and any approved subcontractor, insofar as they relate 
to work performed or money received under this Grant Contract, shall be 
maintained in accordance with applicable Tennessee law.  In no case shall the 
records be maintained for a period of less than five (5) full years from the date of 
the final payment.  The Grantee’s records shall be subject to audit at any 
reasonable time and upon reasonable notice by the Grantor State Agency, the 
Comptroller of the Treasury, or their duly appointed representatives.   

The records shall be maintained in accordance with Governmental Accounting 
Standards Board (GASB) Accounting Standards or the Financial Accounting 
Standards Board (FASB) Accounting Standards Codification, as applicable, and 
any related AICPA Industry Audit and Accounting guides.   

In addition, documentation of grant applications, budgets, reports, awards, and 
expenditures will be maintained in accordance with U.S. Office of Management 
and Budget’s Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards. 

Grant expenditures shall be made in accordance with local government 
purchasing policies and procedures and purchasing procedures for local 
governments authorized under state law. 

The Grantee shall also comply with any recordkeeping and reporting 
requirements prescribed by the Tennessee Comptroller of the Treasury. 

The Grantee shall establish a system of internal controls that utilize the COSO 
Internal Control - Integrated Framework model as the basic foundation for the 
internal control system.  The Grantee shall incorporate any additional Comptroller 
of the Treasury directives into its internal control system. 

Any other required records or reports which are not contemplated in the above 
standards shall follow the format designated by the head of the Grantor State 
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Agency, the Central Procurement Office, or the Commissioner of Finance and 
Administration of the State of Tennessee. 

16. Monitoring.  The Grantee’s activities conducted, and records maintained pursuant 
to this Grant Contract shall be subject to monitoring and evaluation by the State, 
the Comptroller of the Treasury, or their duly appointed representatives. 

17. Progress Reports.  The Grantee shall submit brief, periodic, progress reports to 
the State as requested. 

18. Annual and Final Reports.  The Grantee shall submit, within three (3) months of 
the conclusion of each year of the Term, an annual report. For grant contracts 
with a term of less than one (1) year, the Grantee shall submit a final report within 
three (3) months of the conclusion of the Term. For grant contracts with multiyear 
terms, the final report will take the place of the annual report for the final year of 
the Term. The Grantee shall submit annual and final reports to the Grantor State 
Agency.  At minimum, annual and final reports shall include: (a) the Grantee’s 
name; (b) the Grant Contract’s identification number, Term, and total amount; (c) 
a narrative section that describes the program’s goals, outcomes, successes and 
setbacks, whether the Grantee used benchmarks or indicators to determine 
progress, and whether any proposed activities were not completed; and (d) other 
relevant details requested by the Grantor State Agency. Annual and final report 
documents to be completed by the Grantee shall appear on the Grantor State 
Agency’s website or as an attachment to the Grant Contract.       

19. Audit Report.  For purposes of this Section, pass-through entity means a non-
federal entity that provides a subaward to a subrecipient to carry out part of a 
federal program. 

The Grantee shall provide audited financial statements to the Tennessee 
Comptroller of the Treasury (“Comptroller”) if during the Grantee’s fiscal year, the 
Grantee: (1) expends seven hundred fifty thousand dollars ($750,000) or more in 
direct and indirect federal financial assistance and the State is a pass-through 
entity; (2) expends seven hundred fifty thousand  dollars ($750,000) or more 
in state funds from the State; or (3) expends seven hundred fifty thousand dollars 
($750,000) or more in federal financial assistance and state funds from the State, 
and the State is a pass-through entity. 

At least ninety (90) days before the end of its fiscal year, the Grantee shall 
complete Attachment A to notify the State whether or not Grantee is subject to 
an audit. The Grantee should submit only one, completed document during the 
Grantee’s fiscal year. Any Grantee that is subject to an audit and so indicates on 
Attachment A shall complete Attachment B. If the Grantee is subject to an audit, 
Grantee shall obtain the Comptroller’s approval before engaging a licensed, 
independent public accountant to perform the audit. The Grantee may contact 
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the Comptroller for assistance identifying auditors. 

The audit contract between the Grantee and the Auditor shall be on a contract 
form prescribed by the Comptroller. The Grantee shall be responsible for 
payment of fees for an audit prepared by a licensed, independent public 
accountant. Payment of the audit fees by the Grantee shall be subject to the 
provision relating to such fees contained within this Grant Contract. The Grantee 
shall be responsible for reimbursing the Comptroller for any costs of an audit 
prepared by the Comptroller. 

All audits shall be performed in accordance with the Comptroller’s requirements, 
as posted on its web site. When a federal single audit is required, the audit shall 
be performed in accordance with U.S. Office of Management and Budget’s 
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards. 

A copy of the audit report shall be provided to the Comptroller by the licensed, 
independent public accountant. Audit reports shall be made available to the 
public.  The Grantee shall also submit a copy of the Notice of Audit Report, 
Parent Child Form, and audit report to the State. 

20. Procurement.  If other terms of this Grant Contract allow reimbursement for the 
cost of goods, materials, supplies, equipment, or contracted services, such 
procurement shall be made on a competitive basis, including the use of 
competitive bidding procedures, where practical.  The Grantee shall maintain 
documentation for the basis of each procurement for which reimbursement is 
paid pursuant to this Grant Contract.  In each instance where it is determined that 
use of a competitive procurement method is not practical, supporting 
documentation shall include a written justification for the decision and for use of 
a non-competitive procurement.  If the Grantee is a subrecipient, the Grantee 
shall comply with 2 C.F.R. §§ 200.317—200.326 when procuring property and 
services under a federal award.  
 
The Grantee shall obtain prior approval from the State before purchasing any 
equipment under this Grant Contract. 

 

 For purposes of this Grant Contract, the term “equipment” shall include any 
article of nonexpendable, tangible, personal property having a useful life of more 
than one year and an acquisition cost which equals or exceeds five thousand 
dollars ($5,000.00).   

21. Strict Performance.  Failure by any party to this Grant Contract to insist in any one 



Appendix C 

8 | P a g e  
 

or more cases upon the strict performance of any of the terms, covenants, 
conditions, or provisions of this Grant Contract is not a waiver or relinquishment 
of any term, covenant, condition, or provision. No term or condition of this Grant 
Contract shall be held to be waived, modified, or deleted except by a written 
amendment signed by the parties. 

22. Independent Contractor.  The parties shall not act as employees, partners, joint 
venturers, or associates of one another in the performance of this Grant Contract.  
The parties acknowledge that they are independent contracting entities and that 
nothing in this Grant Contract shall be construed to create a principal/agent 
relationship or to allow either to exercise control or direction over the manner or 
method by which the other transacts its business affairs or provides its usual 
services.  The employees or agents of one party shall not be deemed or 
construed to be the employees or agents of the other party for any purpose 
whatsoever.  

23. Limitation of State’s Liability.  The State shall have no liability except as 
specifically provided in this Grant Contract.  In no event will the State be liable to 
the Grantee or any other party for any lost revenues, lost profits, loss of business, 
loss of grant funding, decrease in the value of any securities or cash position, 
time, money, goodwill, or any indirect, special, incidental, punitive, exemplary or 
consequential damages of any nature, whether based on warranty, contract, 
statute, regulation, tort (including but not limited to negligence), or any other 
legal theory that may arise under this Grant Contract or otherwise.  The State’s 
total liability under this Grant Contract (including any exhibits, schedules, 
amendments or other attachments to the Contract) or otherwise shall under no 
circumstances exceed the Maximum Liability originally established in Section C.1 
of this Grant Contract.  This limitation of liability is cumulative and not per 
incident. 

24. Force Majeure.  “Force Majeure Event” means fire, flood, earthquake, elements of 
nature or acts of God, wars, riots, civil disorders, rebellions or revolutions, acts of 
terrorism or any other similar cause beyond the reasonable control of the party 
except to the extent that the non-performing party is at fault in failing to prevent 
or causing the default or delay, and provided that the default or delay cannot 
reasonably be circumvented by the non-performing party through the use of 
alternate sources, workaround plans or other means.  A strike, lockout or labor 
dispute shall not excuse either party from its obligations under this Grant 
Contract.  Except as set forth in this Section, any failure or delay by a party in the 
performance of its obligations under this Grant Contract arising from a Force 
Majeure Event is not a default under this Grant Contract or grounds for 
termination.  The non-performing party will be excused from performing those 
obligations directly affected by the Force Majeure Event, and only for as long as 
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the Force Majeure Event continues, provided that the party continues to use 
diligent, good faith efforts to resume performance without delay.  The occurrence 
of a Force Majeure Event affecting Grantee’s representatives, suppliers, 
subcontractors, customers or business apart from this Grant Contract is not a 
Force Majeure Event under this Grant Contract.  Grantee will promptly notify the 
State of any delay caused by a Force Majeure Event (to be confirmed in a written 
notice to the State within one (1) day of the inception of the delay) that a Force 
Majeure Event has occurred, and will describe in reasonable detail the nature of 
the Force Majeure Event.  If any Force Majeure Event results in a delay in 
Grantee’s performance longer than forty-eight (48) hours, the State may, upon 
notice to Grantee: (a) cease payment of the fees until Grantee resumes 
performance of the affected obligations; or (b) immediately terminate this Grant 
Contract or any purchase order, in whole or in part, without further payment 
except for fees then due and payable.  Grantee will not increase its charges under 
this Grant Contract or charge the State any fees other than those provided for in 
this Grant Contract as the result of a Force Majeure Event. 

25. Tennessee Department of Revenue Registration.  The Grantee shall comply with 
all applicable registration requirements contained in Tenn. Code Ann. §§ 67-6-601 
– 608.  Compliance with applicable registration requirements is a material 
requirement of this Grant Contract. 

26. Charges to Service Recipients Prohibited.  The Grantee shall not collect any 
amount in the form of fees or reimbursements from the recipients of any service 
provided pursuant to this Grant Contract. 

27. No Acquisition of Equipment or Motor Vehicles.  This Grant Contract does not 
involve the acquisition and disposition of equipment or motor vehicles acquired 
with funds provided under this Grant Contract. 

28. State and Federal Compliance.  The Grantee shall comply with all applicable state 
and federal laws and regulations in the performance of this Grant Contract. The 
U.S. Office of Management and Budget’s Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards is available here: 
http://www.ecfr.gov/cgi-bin/text-
idx?SID=c6b2f053952359ba94470ad3a7c1a975&tpl=/ecfrbrowse/Title02/2cfr200
_main_02.tpl   

29. Governing Law.  This Grant Contract shall be governed by and construed in 
accordance with the laws of the State of Tennessee, without regard to its conflict 
or choice of law rules.  The Grantee agrees that it will be subject to the exclusive 
jurisdiction of the courts of the State of Tennessee in actions that may arise under 
this Grant Contract.  The Grantee acknowledges and agrees that any rights or 
claims against the State of Tennessee or its employees hereunder, and any 
remedies arising there from, shall be subject to and limited to those rights and 

http://www.ecfr.gov/cgi-bin/text-idx?SID=c6b2f053952359ba94470ad3a7c1a975&tpl=/ecfrbrowse/Title02/2cfr200_main_02.tpl
http://www.ecfr.gov/cgi-bin/text-idx?SID=c6b2f053952359ba94470ad3a7c1a975&tpl=/ecfrbrowse/Title02/2cfr200_main_02.tpl
http://www.ecfr.gov/cgi-bin/text-idx?SID=c6b2f053952359ba94470ad3a7c1a975&tpl=/ecfrbrowse/Title02/2cfr200_main_02.tpl
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remedies, if any, available under Tenn. Code Ann. §§ 9-8-101 through 9-8-408. 
30. Completeness.  This Grant Contract is complete and contains the entire 

understanding between the parties relating to the subject matter contained 
herein, including all the terms and conditions agreed to by the parties.  This Grant 
Contract supersedes any and all prior understandings, representations, 
negotiations, or agreements between the parties, whether written or oral. 

31. Severability.  If any terms and conditions of this Grant Contract are held to be 
invalid or unenforceable as a matter of law, the other terms and conditions shall 
not be affected and shall remain in full force and effect.  To this end, the terms 
and conditions of this Grant Contract are declared severable. 

32. Headings.  Section headings are for reference purposes only and shall not be 
construed as part of this Grant Contract. 

33. Iran Divestment Act.   The requirements of Tenn. Code Ann. § 12-12-101, et seq., 
addressing contracting with persons as defined at Tenn. Code Ann. §12-12-103(5) 
that engage in investment activities in Iran, shall be a material provision of this 
Grant Contract.  The Grantee certifies, under penalty of perjury, that to the best of 
its knowledge and belief that it is not on the list created pursuant to Tenn. Code 
Ann. § 12-12-106. 

34. Debarment and Suspension.  The Grantee certifies, to the best of its knowledge 
and belief, that it, its current and future principals, its current and future 
subcontractors and their principals: 
a. are not presently debarred, suspended, proposed for debarment, declared 

ineligible, or voluntarily excluded from covered transactions by any federal or 
state department or agency; 

b.   have not within a three (3) year period preceding this Grant Contract been 
convicted of, or had a civil judgment rendered against them from commission 
of fraud, or a criminal offence in connection with obtaining, attempting to 
obtain, or performing a public (federal, state, or local) transaction or grant 
under a public transaction; violation of federal or state antitrust statutes or 
commission of embezzlement, theft, forgery, bribery, falsification, or 
destruction of records, making false statements, or receiving stolen property; 

c.   are not presently indicted or otherwise criminally or civilly charged by 
government entity (federal, state, or local) with commission of any of the 
offenses detailed in section b. of this certification; and 

d. have not within a three (3) year period preceding this Grant Contract had one 
or more public transactions (federal, state, or local) terminated for cause or 
default.           
  

 The Grantee shall provide immediate written notice to the State if at any time it 
learns that there was an earlier failure to disclose information or that due to 
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identity, or national origin. The Grantee will take affirmative action to ensure 
that applicants are employed, and that employees are treated during 
employment, without regard to their race, color, religion, sex, sexual 
orientation, gender identity, or national origin. Such action shall include, but 
not be limited to the following: Employment, upgrading, demotion, or 
transfer, recruitment or recruitment advertising; layoff or termination; rates of 
pay or other forms of compensation; and selection for training, including 
apprenticeship. The Grantee agrees to post in conspicuous places, available to 
employees and applicants for employment, notices to be provided by the 
contracting officer setting forth the provisions of this nondiscrimination 
clause. 

b. The Grantee will, in all solicitations or advertisements for employees placed by 
or on behalf of the Grantee, state that all qualified applicants will receive 
consideration for employment without regard to race, color, religion, sex, 
sexual orientation, gender identity, or national origin. 

c. The Grantee will not discharge or in any other manner discriminate against 
any employee or applicant for employment because such employee or 
applicant has inquired about, discussed, or disclosed the compensation of the 
employee or applicant or another employee or applicant. This provision shall 
not apply to instances in which an employee who has access to the 
compensation information of other employees or applicants as a part of such 
employee's essential job functions discloses the compensation of such other 
employees or applicants to individuals who do not otherwise have access to 
such information, unless such disclosure is in response to a formal complaint 
or charge, in furtherance of an investigation, proceeding, hearing, or action, 
including an investigation conducted by the employer, or is consistent with 
the Grantee's legal duty to furnish information. 

d. The Grantee will send to each labor union or representative of workers with 
which it has  a collective bargaining agreement or other contract or 
understanding, a notice to be provided by the agency contracting officer, 
advising the labor union or workers' representative of the Grantee's 
commitments under section 202 of Executive Order 11246 of September 24, 
1965, and shall post copies of the notice in conspicuous places available to 
employees and applicants for employment. 

e. The Grantee will comply with all provisions of Executive Order 11246 of 
September 24, 1965, and of the rules, regulations, and relevant orders of the 
Secretary of Labor. 

f. The Grantee will furnish all information and reports required by Executive 
Order 11246 of September 24, 1965, and by the rules, regulations, and orders 
of the Secretary of Labor, or pursuant thereto, and will permit access to his 
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books, records, and accounts by the contracting agency and the Secretary of 
Labor for purposes of investigation to ascertain compliance with such rules, 
regulations, and orders. 

g. In the event of the Grantee's non-compliance with the nondiscrimination 
clauses of this Grant Contract or with any of such rules, regulations, or orders, 
this Grant Contract may be canceled, terminated or suspended in whole or in 
part and the Grantee may be declared ineligible for further Government 
contracts in accordance with procedures authorized in Executive Order 11246 
of September 24, 1965, and such other sanctions may be imposed and 
remedies invoked as provided in Executive Order 11246 of September 24, 
1965, or by rule, regulation, or order of the Secretary of Labor, or as otherwise 
provided by law. 

h. The Grantee will include the portion of the sentence immediately preceding 
paragraph (1) and the provisions of paragraphs (1) through (8) in every 
subcontract or purchase order unless exempted by rules, regulations, or 
orders of the Secretary of Labor issued pursuant to section 204 of Executive 
Order 11246 of September 24, 1965, so that such provisions will be binding 
upon each subcontractor or vendor. The Grantee will take such action with 
respect to any subcontract or purchase order as the administering agency 
may direct as a means of enforcing such provisions, including sanctions for 
noncompliance:  

 
Provided, however, that in the event a contractor becomes involved in, or is          
threatened with, litigation with a subcontractor or vendor as a result of such 
direction by the administering agency, the Grantee may request the United 
States to enter into such litigation to protect the interests of the United 
States. 

 
The applicant further agrees that it will be bound by the above equal 
opportunity clause with respect to its own employment practices when it 
participates in federally assisted construction work: Provided, That if the 
applicant so participating is a State or local government, the above equal 
opportunity clause is not applicable to any agency, instrumentality or 
subdivision of such government which does not participate in work on or 
under the contract. 

 
The applicant agrees that it will assist and cooperate actively with the 
administering agency and the Secretary of Labor in obtaining the compliance 
of contractors and subcontractors with the equal opportunity clause and the 
rules, regulations, and relevant orders of the Secretary of Labor, that it will 

https://1.next.westlaw.com/Link/Document/FullText?findType=Y&serNum=1965078314&pubNum=0001043&originatingDoc=NED246E60589411E5B5F6DD50F6DEFBEE&refType=CA&originationContext=document&transitionType=DocumentItem&contextData=(sc.UserEnteredCitation)
https://1.next.westlaw.com/Link/Document/FullText?findType=Y&serNum=1965078314&pubNum=0001043&originatingDoc=NED246E60589411E5B5F6DD50F6DEFBEE&refType=CA&originationContext=document&transitionType=DocumentItem&contextData=(sc.UserEnteredCitation)
https://1.next.westlaw.com/Link/Document/FullText?findType=Y&serNum=1965078314&pubNum=0001043&originatingDoc=NED246E60589411E5B5F6DD50F6DEFBEE&refType=CA&originationContext=document&transitionType=DocumentItem&contextData=(sc.UserEnteredCitation)
https://1.next.westlaw.com/Link/Document/FullText?findType=Y&serNum=1965078314&pubNum=0001043&originatingDoc=NED246E60589411E5B5F6DD50F6DEFBEE&refType=CA&originationContext=document&transitionType=DocumentItem&contextData=(sc.UserEnteredCitation)
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furnish the administering agency and the Secretary of Labor such information 
as they may require for the supervision of such compliance, and that it will 
otherwise assist the administering agency in the discharge of the agency's 
primary responsibility for securing compliance. 

 
The applicant further agrees that it will refrain from entering into any contract 
or contract modification subject to Executive Order 11246 of September 24, 
1965, with a contractor debarred from, or who has not demonstrated 
eligibility for, Government contracts and federally assisted construction 
contracts pursuant to the Executive Order and will carry out such sanctions 
and penalties for violation of the equal opportunity clause as may be imposed 
upon contractors and subcontractors by the administering agency or the 
Secretary of Labor pursuant to Part II, Subpart D of the Executive Order. In 
addition, the applicant agrees that if it fails or refuses to comply with these 
undertakings, the administering agency may take any or all of the following 
actions: Cancel, terminate, or suspend in whole or in part this grant (contract, 
loan, insurance, guarantee); refrain from extending any further assistance to 
the applicant under the program with respect to which the failure or refund 
occurred until satisfactory assurance of future compliance has been received 
from such applicant; and refer the case to the Department of Justice for 
appropriate legal proceedings. 

 

Certification by Non-Local Government 

By clicking “Accept,” the designated signing authority certifies that, to the best of their 
knowledge, the Grantee will comply with the above terms and conditions. 
 
 
 

 

 

 

 

 

https://1.next.westlaw.com/Link/Document/FullText?findType=Y&serNum=1965078314&pubNum=0001043&originatingDoc=NED246E60589411E5B5F6DD50F6DEFBEE&refType=CA&originationContext=document&transitionType=DocumentItem&contextData=(sc.UserEnteredCitation)
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ATTACHMENT A 

Notice of Audit Report  
Check one of the two boxes below and complete the remainder of this document as 
instructed. Send completed documents as a PDF file to cpo.auditnotice@tn.gov.  The 
Grantee should submit only one, completed “Notice of Audit Report” document to 
the State ninety (90) days prior to the Grantee’s fiscal year. 

Grantee Legal Entity Name is subject to an audit for fiscal year #. 

Grantee Legal Entity Name is not subject to an audit for fiscal year #. 

Grantee’s Edison Vendor ID Number: 

Grantee’s fiscal year end:  

Any Grantee that is subject to an audit must complete the information below. 

Type of funds expended Estimated amount of funds expended 
by end of Grantee’s fiscal year 

Federal pass-through funds 

a. Funds passed through the State of 
Tennessee 

b. Funds passed through any other 
entity 

 

a.  
 

b.  

Funds received directly from the federal 
government 

 

Non-federal funds received directly from 
the State of Tennessee 

 

Auditor’s name: 

Auditor’s address: 

 

 

Auditor’s phone number: 

Auditor’s email:  

 

mailto:cpo.auditnotice@tn.gov
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ATTACHMENT B 

Parent Child Information 
 

Send completed documents as a PDF file to cpo.auditnotice@tn.gov.  The Grantee 
should submit only one, completed “Parent Child Information” document to the 
State during the Grantee’s fiscal year if the Grantee indicates it is subject to an 
audit on the “Notice of Audit Report” document. 

“Parent” means an entity whose IRS filing contains the information of at least one other 
entity. 

“Child” means an entity whose information is contained in another entity’s IRS filing. 

Grantee’s Edison Vendor ID number:  

Is Grantee Legal Entity Name a parent?  Yes  No 

If yes, provide the name and Edison Vendor ID number, if applicable, of any child 
entities.  

Is Grantee Legal Entity Name a child?  Yes  No  

If yes, complete the fields below. 

Parent entity’s name: ___________________________________________________________ 

Parent entity’s tax identification number: ____________________________________________ 

Note: If the parent entity’s tax identification number is a social security number, this 
form must be submitted via US mail to: 

Central Procurement Office, Grants Program Manager 

3rd Floor, WRS Tennessee Tower 

312 Rosa L Parks Avenue 

Nashville, TN 37243 

Parent entity’s contact information 

 Name of primary contact person: ____________________________________________ 

 Address: _______________________________________________________________ 

mailto:cpo.auditnotice@tn.gov
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 Phone number: _________________________________________________________ 

 Email address: __________________________________________________________ 

Parent entity’s Edison Vendor ID number, if applicable: _________________________ 
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Coronavirus Relief Fund  
Guidance for State, Territorial, Local, and Tribal Governments 

Updated June 30, 20201 
 

The purpose of this document is to provide guidance to recipients of the funding available under section 
601(a) of the Social Security Act, as added by section 5001 of the Coronavirus Aid, Relief, and Economic 
Security Act (“CARES Act”).  The CARES Act established the Coronavirus Relief Fund (the “Fund”) 
and appropriated $150 billion to the Fund.  Under the CARES Act, the Fund is to be used to make 
payments for specified uses to States and certain local governments; the District of Columbia and U.S. 
Territories (consisting of the Commonwealth of Puerto Rico, the United States Virgin Islands, Guam, 
American Samoa, and the Commonwealth of the Northern Mariana Islands); and Tribal governments. 

The CARES Act provides that payments from the Fund may only be used to cover costs that— 

1. are necessary expenditures incurred due to the public health emergency with respect to 
the Coronavirus Disease 2019 (COVID–19); 

2. were not accounted for in the budget most recently approved as of March 27, 2020 (the 
date of enactment of the CARES Act) for the State or government; and 

3. were incurred during the period that begins on March 1, 2020, and ends on December 30, 
2020.2 

The guidance that follows sets forth the Department of the Treasury’s interpretation of these limitations 
on the permissible use of Fund payments. 

Necessary expenditures incurred due to the public health emergency 

The requirement that expenditures be incurred “due to” the public health emergency means that 
expenditures must be used for actions taken to respond to the public health emergency.  These may 
include expenditures incurred to allow the State, territorial, local, or Tribal government to respond 
directly to the emergency, such as by addressing medical or public health needs, as well as expenditures 
incurred to respond to second-order effects of the emergency, such as by providing economic support to 
those suffering from employment or business interruptions due to COVID-19-related business closures. 

Funds may not be used to fill shortfalls in government revenue to cover expenditures that would not 
otherwise qualify under the statute.  Although a broad range of uses is allowed, revenue replacement is 
not a permissible use of Fund payments. 

The statute also specifies that expenditures using Fund payments must be “necessary.”  The Department 
of the Treasury understands this term broadly to mean that the expenditure is reasonably necessary for its 
intended use in the reasonable judgment of the government officials responsible for spending Fund 
payments.  

Costs not accounted for in the budget most recently approved as of March 27, 2020 

The CARES Act also requires that payments be used only to cover costs that were not accounted for in 
the budget most recently approved as of March 27, 2020.  A cost meets this requirement if either (a) the 

 
1 This version updates the guidance provided under “Costs incurred during the period that begins on March 1, 2020, 
and ends on December 30, 2020”. 
2 See Section 601(d) of the Social Security Act, as added by section 5001 of the CARES Act.   
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cost cannot lawfully be funded using a line item, allotment, or allocation within that budget or (b) the cost 
is for a substantially different use from any expected use of funds in such a line item, allotment, or 
allocation.   

The “most recently approved” budget refers to the enacted budget for the relevant fiscal period for the 
particular government, without taking into account subsequent supplemental appropriations enacted or 
other budgetary adjustments made by that government in response to the COVID-19 public health 
emergency.  A cost is not considered to have been accounted for in a budget merely because it could be 
met using a budgetary stabilization fund, rainy day fund, or similar reserve account. 

Costs incurred during the period that begins on March 1, 2020, and ends on December 30, 2020 

Finally, the CARES Act provides that payments from the Fund may only be used to cover costs that were 
incurred during the period that begins on March 1, 2020, and ends on December 30, 2020 (the “covered 
period”).  Putting this requirement together with the other provisions discussed above, section 601(d) may 
be summarized as providing that a State, local, or tribal government may use payments from the Fund 
only to cover previously unbudgeted costs of necessary expenditures incurred due to the COVID–19 
public health emergency during the covered period.   

Initial guidance released on April 22, 2020, provided that the cost of an expenditure is incurred when the 
recipient has expended funds to cover the cost.  Upon further consideration and informed by an 
understanding of State, local, and tribal government practices, Treasury is clarifying that for a cost to be 
considered to have been incurred, performance or delivery must occur during the covered period but 
payment of funds need not be made during that time (though it is generally expected that this will take 
place within 90 days of a cost being incurred).  For instance, in the case of a lease of equipment or other 
property, irrespective of when payment occurs, the cost of a lease payment shall be considered to have 
been incurred for the period of the lease that is within the covered period, but not otherwise.  
Furthermore, in all cases it must be necessary that performance or delivery take place during the covered 
period.  Thus the cost of a good or service received during the covered period will not be considered 
eligible under section 601(d) if there is no need for receipt until after the covered period has expired.   

Goods delivered in the covered period need not be used during the covered period in all cases.  For 
example, the cost of a good that must be delivered in December in order to be available for use in January 
could be covered using payments from the Fund.  Additionally, the cost of goods purchased in bulk and 
delivered during the covered period may be covered using payments from the Fund if a portion of the 
goods is ordered for use in the covered period, the bulk purchase is consistent with the recipient’s usual 
procurement policies and practices, and it is impractical to track and record when the items were used.  A 
recipient may use payments from the Fund to purchase a durable good that is to be used during the current 
period and in subsequent periods if the acquisition in the covered period was necessary due to the public 
health emergency.   

Given that it is not always possible to estimate with precision when a good or service will be needed, the 
touchstone in assessing the determination of need for a good or service during the covered period will be 
reasonableness at the time delivery or performance was sought, e.g., the time of entry into a procurement 
contract specifying a time for delivery.  Similarly, in recognition of the likelihood of supply chain 
disruptions and increased demand for certain goods and services during the COVID-19 public health 
emergency, if a recipient enters into a contract requiring the delivery of goods or performance of services 
by December 30, 2020, the failure of a vendor to complete delivery or services by December 30, 2020, 
will not affect the ability of the recipient to use payments from the Fund to cover the cost of such goods 
or services if the delay is due to circumstances beyond the recipient’s control.   
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This guidance applies in a like manner to costs of subrecipients.  Thus, a grant or loan, for example, 
provided by a recipient using payments from the Fund must be used by the subrecipient only to purchase 
(or reimburse a purchase of) goods or services for which receipt both is needed within the covered period 
and occurs within the covered period.  The direct recipient of payments from the Fund is ultimately 
responsible for compliance with this limitation on use of payments from the Fund.   

Nonexclusive examples of eligible expenditures 

Eligible expenditures include, but are not limited to, payment for: 
1. Medical expenses such as: 

• COVID-19-related expenses of public hospitals, clinics, and similar facilities. 
• Expenses of establishing temporary public medical facilities and other measures to increase 

COVID-19 treatment capacity, including related construction costs.   
• Costs of providing COVID-19 testing, including serological testing. 
• Emergency medical response expenses, including emergency medical transportation, related 

to COVID-19.  
• Expenses for establishing and operating public telemedicine capabilities for COVID-19-

related treatment.   
2. Public health expenses such as: 

• Expenses for communication and enforcement by State, territorial, local, and Tribal 
governments of public health orders related to COVID-19. 

• Expenses for acquisition and distribution of medical and protective supplies, including 
sanitizing products and personal protective equipment, for medical personnel, police officers, 
social workers, child protection services, and child welfare officers, direct service providers 
for older adults and individuals with disabilities in community settings, and other public 
health or safety workers in connection with the COVID-19 public health emergency.   

• Expenses for disinfection of public areas and other facilities, e.g., nursing homes, in response 
to the COVID-19 public health emergency. 

• Expenses for technical assistance to local authorities or other entities on mitigation of 
COVID-19-related threats to public health and safety. 

• Expenses for public safety measures undertaken in response to COVID-19. 
• Expenses for quarantining individuals. 

3. Payroll expenses for public safety, public health, health care, human services, and similar 
employees whose services are substantially dedicated to mitigating or responding to the COVID-
19 public health emergency. 

4. Expenses of actions to facilitate compliance with COVID-19-related public health measures, such 
as: 
• Expenses for food delivery to residents, including, for example, senior citizens and other 

vulnerable populations, to enable compliance with COVID-19 public health precautions. 
• Expenses to facilitate distance learning, including technological improvements, in connection 

with school closings to enable compliance with COVID-19 precautions. 
• Expenses to improve telework capabilities for public employees to enable compliance with 

COVID-19 public health precautions. 
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• Expenses of providing paid sick and paid family and medical leave to public employees to 
enable compliance with COVID-19 public health precautions. 

• COVID-19-related expenses of maintaining state prisons and county jails, including as relates 
to sanitation and improvement of social distancing measures, to enable compliance with 
COVID-19 public health precautions. 

• Expenses for care for homeless populations provided to mitigate COVID-19 effects and 
enable compliance with COVID-19 public health precautions. 

5. Expenses associated with the provision of economic support in connection with the COVID-19 
public health emergency, such as: 
• Expenditures related to the provision of grants to small businesses to reimburse the costs of 

business interruption caused by required closures. 
• Expenditures related to a State, territorial, local, or Tribal government payroll support 

program.   
• Unemployment insurance costs related to the COVID-19 public health emergency if such 

costs will not be reimbursed by the federal government pursuant to the CARES Act or 
otherwise. 

6. Any other COVID-19-related expenses reasonably necessary to the function of government that 
satisfy the Fund’s eligibility criteria. 

Nonexclusive examples of ineligible expenditures3 

The following is a list of examples of costs that would not be eligible expenditures of payments from the 
Fund.  

1. Expenses for the State share of Medicaid.4  
2. Damages covered by insurance. 
3. Payroll or benefits expenses for employees whose work duties are not substantially dedicated to 

mitigating or responding to the COVID-19 public health emergency. 
4. Expenses that have been or will be reimbursed under any federal program, such as the 

reimbursement by the federal government pursuant to the CARES Act of contributions by States 
to State unemployment funds.  

5. Reimbursement to donors for donated items or services. 
6. Workforce bonuses other than hazard pay or overtime. 
7. Severance pay. 
8. Legal settlements. 

 

 
3 In addition, pursuant to section 5001(b) of the CARES Act, payments from the Fund may not be expended for an 
elective abortion or on research in which a human embryo is destroyed, discarded, or knowingly subjected to risk of 
injury or death.  The prohibition on payment for abortions does not apply to an abortion if the pregnancy is the result 
of an act of rape or incest; or in the case where a woman suffers from a physical disorder, physical injury, or 
physical illness, including a life-endangering physical condition caused by or arising from the pregnancy itself, that 
would, as certified by a physician, place the woman in danger of death unless an abortion is performed. 
Furthermore, no government which receives payments from the Fund may discriminate against a health care entity 
on the basis that the entity does not provide, pay for, provide coverage of, or refer for abortions.     
4 See 42 C.F.R. § 433.51 and 45 C.F.R. § 75.306. 
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Coronavirus Relief Fund  
Frequently Asked Questions 

Updated as of August 10, 20201 

The following answers to frequently asked questions supplement Treasury’s Coronavirus Relief Fund 
(“Fund”) Guidance for State, Territorial, Local, and Tribal Governments, dated April 22, 2020, 
(“Guidance”).2 Amounts paid from the Fund are subject to the restrictions outlined in the Guidance and 
set forth in section 601(d) of the Social Security Act, as added by section 5001 of the Coronavirus Aid, 
Relief, and Economic Security Act (“CARES Act”). 

A.  Eligible Expenditures 

1. Are governments required to submit proposed expenditures to Treasury for approval?  

No.  Governments are responsible for making determinations as to what expenditures are necessary 
due to the public health emergency with respect to COVID-19 and do not need to submit any 
proposed expenditures to Treasury.   

2. The Guidance says that funding can be used to meet payroll expenses for public safety, public 
health, health care, human services, and similar employees whose services are substantially 
dedicated to mitigating or responding to the COVID-19 public health emergency.  How does a 
government determine whether payroll expenses for a given employee satisfy the “substantially 
dedicated” condition? 

The Fund is designed to provide ready funding to address unforeseen financial needs and risks created 
by the COVID-19 public health emergency.  For this reason, and as a matter of administrative 
convenience in light of the emergency nature of this program, a State, territorial, local, or Tribal 
government may presume that payroll costs for public health and public safety employees are 
payments for services substantially dedicated to mitigating or responding to the COVID-19 public 
health emergency, unless the chief executive (or equivalent) of the relevant government determines 
that specific circumstances indicate otherwise. 

3. The Guidance says that a cost was not accounted for in the most recently approved budget if the 
cost is for a substantially different use from any expected use of funds in such a line item, 
allotment, or allocation.  What would qualify as a “substantially different use” for purposes of the 
Fund eligibility? 

Costs incurred for a “substantially different use” include, but are not necessarily limited to, costs of 
personnel and services that were budgeted for in the most recently approved budget but which, due 
entirely to the COVID-19 public health emergency, have been diverted to substantially different 
functions.  This would include, for example, the costs of redeploying corrections facility staff to 
enable compliance with COVID-19 public health precautions through work such as enhanced 
sanitation or enforcing social distancing measures; the costs of redeploying police to support 
management and enforcement of stay-at-home orders; or the costs of diverting educational support 
staff or faculty to develop online learning capabilities, such as through providing information 
technology support that is not part of the staff or faculty’s ordinary responsibilities.   

                                                           
1 On August 10, 2020, these Frequently Asked Questions were revised to add Questions 49–52.  The previous 
revision was made on July 8.   
2 The Guidance is available at https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Guidance-for-
State-Territorial-Local-and-Tribal-Governments.pdf. 

https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Guidance-for-State-Territorial-Local-and-Tribal-Governments.pdf
https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Guidance-for-State-Territorial-Local-and-Tribal-Governments.pdf
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Note that a public function does not become a “substantially different use” merely because it is 
provided from a different location or through a different manner.  For example, although developing 
online instruction capabilities may be a substantially different use of funds, online instruction itself is 
not a substantially different use of public funds than classroom instruction. 

4. May a State receiving a payment transfer funds to a local government? 

Yes, provided that the transfer qualifies as a necessary expenditure incurred due to the public health 
emergency and meets the other criteria of section 601(d) of the Social Security Act.  Such funds 
would be subject to recoupment by the Treasury Department if they have not been used in a manner 
consistent with section 601(d) of the Social Security Act.   

5. May a unit of local government receiving a Fund payment transfer funds to another unit of 
government?     

Yes.  For example, a county may transfer funds to a city, town, or school district within the county 
and a county or city may transfer funds to its State, provided that the transfer qualifies as a necessary 
expenditure incurred due to the public health emergency and meets the other criteria of section 601(d) 
of the Social Security Act outlined in the Guidance.  For example, a transfer from a county to a 
constituent city would not be permissible if the funds were intended to be used simply to fill shortfalls 
in government revenue to cover expenditures that would not otherwise qualify as an eligible 
expenditure. 

6. Is a Fund payment recipient required to transfer funds to a smaller, constituent unit of government 
within its borders?     

No.  For example, a county recipient is not required to transfer funds to smaller cities within the 
county’s borders.   

7. Are recipients required to use other federal funds or seek reimbursement under other federal 
programs before using Fund payments to satisfy eligible expenses?   

No.  Recipients may use Fund payments for any expenses eligible under section 601(d) of the Social 
Security Act outlined in the Guidance.  Fund payments are not required to be used as the source of 
funding of last resort.  However, as noted below, recipients may not use payments from the Fund to 
cover expenditures for which they will receive reimbursement.   

8. Are there prohibitions on combining a transaction supported with Fund payments with other 
CARES Act funding or COVID-19 relief Federal funding? 

Recipients will need to consider the applicable restrictions and limitations of such other sources of 
funding.  In addition, expenses that have been or will be reimbursed under any federal program, such 
as the reimbursement by the federal government pursuant to the CARES Act of contributions by 
States to State unemployment funds, are not eligible uses of Fund payments.   
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9. Are States permitted to use Fund payments to support state unemployment insurance funds 
generally?  

To the extent that the costs incurred by a state unemployment insurance fund are incurred due to the 
COVID-19 public health emergency, a State may use Fund payments to make payments to its 
respective state unemployment insurance fund, separate and apart from such State’s obligation to the 
unemployment insurance fund as an employer.  This will permit States to use Fund payments to 
prevent expenses related to the public health emergency from causing their state unemployment 
insurance funds to become insolvent.   

10. Are recipients permitted to use Fund payments to pay for unemployment insurance costs incurred 
by the recipient as an employer?  

Yes, Fund payments may be used for unemployment insurance costs incurred by the recipient as an 
employer (for example, as a reimbursing employer) related to the COVID-19 public health 
emergency if such costs will not be reimbursed by the federal government pursuant to the CARES 
Act or otherwise.  

11. The Guidance states that the Fund may support a “broad range of uses” including payroll 
expenses for several classes of employees whose services are “substantially dedicated to mitigating 
or responding to the COVID-19 public health emergency.”  What are some examples of types of 
covered employees?  

The Guidance provides examples of broad classes of employees whose payroll expenses would be 
eligible expenses under the Fund.  These classes of employees include public safety, public health, 
health care, human services, and similar employees whose services are substantially dedicated to 
mitigating or responding to the COVID-19 public health emergency.  Payroll and benefit costs 
associated with public employees who could have been furloughed or otherwise laid off but who were 
instead repurposed to perform previously unbudgeted functions substantially dedicated to mitigating 
or responding to the COVID-19 public health emergency are also covered.  Other eligible 
expenditures include payroll and benefit costs of educational support staff or faculty responsible for 
developing online learning capabilities necessary to continue educational instruction in response to 
COVID-19-related school closures.  Please see the Guidance for a discussion of what is meant by an 
expense that was not accounted for in the budget most recently approved as of March 27, 2020.   

12. In some cases, first responders and critical health care workers that contract COVID-19 are 
eligible for workers’ compensation coverage.  Is the cost of this expanded workers compensation 
coverage eligible? 

Increased workers compensation cost to the government due to the COVID-19 public health 
emergency incurred during the period beginning March 1, 2020, and ending December 30, 2020, is an 
eligible expense. 

13. If a recipient would have decommissioned equipment or not renewed a lease on particular office 
space or equipment but decides to continue to use the equipment or to renew the lease in order to 
respond to the public health emergency, are the costs associated with continuing to operate the 
equipment or the ongoing lease payments eligible expenses? 

Yes.  To the extent the expenses were previously unbudgeted and are otherwise consistent with 
section 601(d) of the Social Security Act outlined in the Guidance, such expenses would be eligible. 
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14. May recipients provide stipends to employees for eligible expenses (for example, a stipend to 
employees to improve telework capabilities) rather than require employees to incur the eligible cost 
and submit for reimbursement? 

Expenditures paid for with payments from the Fund must be limited to those that are necessary due to 
the public health emergency.  As such, unless the government were to determine that providing 
assistance in the form of a stipend is an administrative necessity, the government should provide such 
assistance on a reimbursement basis to ensure as much as possible that funds are used to cover only 
eligible expenses.    

15. May Fund payments be used for COVID-19 public health emergency recovery planning? 

Yes.  Expenses associated with conducting a recovery planning project or operating a recovery 
coordination office would be eligible, if the expenses otherwise meet the criteria set forth in section 
601(d) of the Social Security Act outlined in the Guidance. 

16. Are expenses associated with contact tracing eligible? 

Yes, expenses associated with contact tracing are eligible. 

17. To what extent may a government use Fund payments to support the operations of private 
hospitals? 

Governments may use Fund payments to support public or private hospitals to the extent that the 
costs are necessary expenditures incurred due to the COVID-19 public health emergency, but the 
form such assistance would take may differ.  In particular, financial assistance to private hospitals 
could take the form of a grant or a short-term loan. 

18. May payments from the Fund be used to assist individuals with enrolling in a government benefit 
program for those who have been laid off due to COVID-19 and thereby lost health insurance? 

Yes.  To the extent that the relevant government official determines that these expenses are necessary 
and they meet the other requirements set forth in section 601(d) of the Social Security Act outlined in 
the Guidance, these expenses are eligible. 

19. May recipients use Fund payments to facilitate livestock depopulation incurred by producers due to 
supply chain disruptions? 

Yes, to the extent these efforts are deemed necessary for public health reasons or as a form of 
economic support as a result of the COVID-19 health emergency. 

20. Would providing a consumer grant program to prevent eviction and assist in preventing 
homelessness be considered an eligible expense? 

Yes, assuming that the recipient considers the grants to be a necessary expense incurred due to the 
COVID-19 public health emergency and the grants meet the other requirements for the use of Fund 
payments under section 601(d) of the Social Security Act outlined in the Guidance.  As a general 
matter, providing assistance to recipients to enable them to meet property tax requirements would not 
be an eligible use of funds, but exceptions may be made in the case of assistance designed to prevent 
foreclosures. 
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21. May recipients create a “payroll support program” for public employees? 

Use of payments from the Fund to cover payroll or benefits expenses of public employees are limited 
to those employees whose work duties are substantially dedicated to mitigating or responding to the 
COVID-19 public health emergency.   

22. May recipients use Fund payments to cover employment and training programs for employees that 
have been furloughed due to the public health emergency?  

Yes, this would be an eligible expense if the government determined that the costs of such 
employment and training programs would be necessary due to the public health emergency. 

23. May recipients use Fund payments to provide emergency financial assistance to individuals and 
families directly impacted by a loss of income due to the COVID-19 public health emergency?   

Yes, if a government determines such assistance to be a necessary expenditure.  Such assistance could 
include, for example, a program to assist individuals with payment of overdue rent or mortgage 
payments to avoid eviction or foreclosure or unforeseen financial costs for funerals and other 
emergency individual needs.  Such assistance should be structured in a manner to ensure as much as 
possible, within the realm of what is administratively feasible, that such assistance is necessary. 

24. The Guidance provides that eligible expenditures may include expenditures related to the provision 
of grants to small businesses to reimburse the costs of business interruption caused by required 
closures.  What is meant by a “small business,” and is the Guidance intended to refer only to 
expenditures to cover administrative expenses of such a grant program? 

Governments have discretion to determine what payments are necessary.  A program that is aimed at 
assisting small businesses with the costs of business interruption caused by required closures should 
be tailored to assist those businesses in need of such assistance.  The amount of a grant to a small 
business to reimburse the costs of business interruption caused by required closures would also be an 
eligible expenditure under section 601(d) of the Social Security Act, as outlined in the Guidance.   

25. The Guidance provides that expenses associated with the provision of economic support in 
connection with the public health emergency, such as expenditures related to the provision of 
grants to small businesses to reimburse the costs of business interruption caused by required 
closures, would constitute eligible expenditures of Fund payments.  Would such expenditures be 
eligible in the absence of a stay-at-home order?  

Fund payments may be used for economic support in the absence of a stay-at-home order if such 
expenditures are determined by the government to be necessary.  This may include, for example, a 
grant program to benefit small businesses that close voluntarily to promote social distancing measures 
or that are affected by decreased customer demand as a result of the COVID-19 public health 
emergency.   

26. May Fund payments be used to assist impacted property owners with the payment of their property 
taxes? 

Fund payments may not be used for government revenue replacement, including the provision of 
assistance to meet tax obligations.    
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27. May Fund payments be used to replace foregone utility fees?  If not, can Fund payments be used 
as a direct subsidy payment to all utility account holders?  

Fund payments may not be used for government revenue replacement, including the replacement of 
unpaid utility fees.  Fund payments may be used for subsidy payments to electricity account holders 
to the extent that the subsidy payments are deemed by the recipient to be necessary expenditures 
incurred due to the COVID-19 public health emergency and meet the other criteria of section 601(d) 
of the Social Security Act outlined in the Guidance.  For example, if determined to be a necessary 
expenditure, a government could provide grants to individuals facing economic hardship to allow 
them to pay their utility fees and thereby continue to receive essential services.   

28. Could Fund payments be used for capital improvement projects that broadly provide potential 
economic development in a community?  

In general, no.  If capital improvement projects are not necessary expenditures incurred due to the 
COVID-19 public health emergency, then Fund payments may not be used for such projects. 

However, Fund payments may be used for the expenses of, for example, establishing temporary 
public medical facilities and other measures to increase COVID-19 treatment capacity or improve 
mitigation measures, including related construction costs. 

29. The Guidance includes workforce bonuses as an example of ineligible expenses but provides that 
hazard pay would be eligible if otherwise determined to be a necessary expense.  Is there a specific 
definition of “hazard pay”? 

Hazard pay means additional pay for performing hazardous duty or work involving physical hardship, 
in each case that is related to COVID-19.  

30. The Guidance provides that ineligible expenditures include “[p]ayroll or benefits expenses for 
employees whose work duties are not substantially dedicated to mitigating or responding to the 
COVID-19 public health emergency.”  Is this intended to relate only to public employees? 

Yes.  This particular nonexclusive example of an ineligible expenditure relates to public employees.  
A recipient would not be permitted to pay for payroll or benefit expenses of private employees and 
any financial assistance (such as grants or short-term loans) to private employers are not subject to the 
restriction that the private employers’ employees must be substantially dedicated to mitigating or 
responding to the COVID-19 public health emergency. 

31. May counties pre-pay with CARES Act funds for expenses such as a one or two-year facility lease, 
such as to house staff hired in response to COVID-19? 

A government should not make prepayments on contracts using payments from the Fund to the extent 
that doing so would not be consistent with its ordinary course policies and procedures.   

32. Must a stay-at-home order or other public health mandate be in effect in order for a government to 
provide assistance to small businesses using payments from the Fund? 

No. The Guidance provides, as an example of an eligible use of payments from the Fund, 
expenditures related to the provision of grants to small businesses to reimburse the costs of business 
interruption caused by required closures.  Such assistance may be provided using amounts received 
from the Fund in the absence of a requirement to close businesses if the relevant government 
determines that such expenditures are necessary in response to the public health emergency.   
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33. Should States receiving a payment transfer funds to local governments that did not receive 
payments directly from Treasury? 

Yes, provided that the transferred funds are used by the local government for eligible expenditures 
under the statute.  To facilitate prompt distribution of Title V funds, the CARES Act authorized 
Treasury to make direct payments to local governments with populations in excess of 500,000, in 
amounts equal to 45% of the local government’s per capita share of the statewide allocation.  This 
statutory structure was based on a recognition that it is more administratively feasible to rely on 
States, rather than the federal government, to manage the transfer of funds to smaller local 
governments.  Consistent with the needs of all local governments for funding to address the public 
health emergency, States should transfer funds to local governments with populations of 500,000 or 
less, using as a benchmark the per capita allocation formula that governs payments to larger local 
governments.  This approach will ensure equitable treatment among local governments of all sizes. 

For example, a State received the minimum $1.25 billion allocation and had one county with a 
population over 500,000 that received $250 million directly.  The State should distribute 45 percent of 
the $1 billion it received, or $450 million, to local governments within the State with a population of 
500,000 or less.   

34. May a State impose restrictions on transfers of funds to local governments?  

Yes, to the extent that the restrictions facilitate the State’s compliance with the requirements set forth 
in section 601(d) of the Social Security Act outlined in the Guidance and other applicable 
requirements such as the Single Audit Act, discussed below.  Other restrictions are not permissible. 

35. If a recipient must issue tax anticipation notes (TANs) to make up for tax due date deferrals or 
revenue shortfalls, are the expenses associated with the issuance eligible uses of Fund payments? 

If a government determines that the issuance of TANs is necessary due to the COVID-19 public 
health emergency, the government may expend payments from the Fund on the interest expense 
payable on TANs by the borrower and unbudgeted administrative and transactional costs, such as 
necessary payments to advisors and underwriters, associated with the issuance of the TANs. 

36. May recipients use Fund payments to expand rural broadband capacity to assist with distance 
learning and telework? 

Such expenditures would only be permissible if they are necessary for the public health emergency.  
The cost of projects that would not be expected to increase capacity to a significant extent until the 
need for distance learning and telework have passed due to this public health emergency would not be 
necessary due to the public health emergency and thus would not be eligible uses of Fund payments.   

37. Are costs associated with increased solid waste capacity an eligible use of payments from the 
Fund? 

Yes, costs to address increase in solid waste as a result of the public health emergency, such as relates 
to the disposal of used personal protective equipment, would be an eligible expenditure. 
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38. May payments from the Fund be used to cover across-the-board hazard pay for employees working 
during a state of emergency?   

No.  The Guidance says that funding may be used to meet payroll expenses for public safety, public 
health, health care, human services, and similar employees whose services are substantially dedicated 
to mitigating or responding to the COVID-19 public health emergency.  Hazard pay is a form of 
payroll expense and is subject to this limitation, so Fund payments may only be used to cover hazard 
pay for such individuals.     

39. May Fund payments be used for expenditures related to the administration of Fund payments by a 
State, territorial, local, or Tribal government?    

Yes, if the administrative expenses represent an increase over previously budgeted amounts and are 
limited to what is necessary.  For example, a State may expend Fund payments on necessary 
administrative expenses incurred with respect to a new grant program established to disburse amounts 
received from the Fund.    

40. May recipients use Fund payments to provide loans? 

Yes, if the loans otherwise qualify as eligible expenditures under section 601(d) of the Social Security 
Act as implemented by the Guidance.  Any amounts repaid by the borrower before December 30, 
2020, must be either returned to Treasury upon receipt by the unit of government providing the loan 
or used for another expense that qualifies as an eligible expenditure under section 601(d) of the Social 
Security Act.  Any amounts not repaid by the borrower until after December 30, 2020, must be 
returned to Treasury upon receipt by the unit of government lending the funds. 

41. May Fund payments be used for expenditures necessary to prepare for a future COVID-19 
outbreak?  

Fund payments may be used only for expenditures necessary to address the current COVID-19 public 
health emergency.  For example, a State may spend Fund payments to create a reserve of personal 
protective equipment or develop increased intensive care unit capacity to support regions in its 
jurisdiction not yet affected, but likely to be impacted by the current COVID-19 pandemic. 

42. May funds be used to satisfy non-federal matching requirements under the Stafford Act? 

Yes, payments from the Fund may be used to meet the non-federal matching requirements for 
Stafford Act assistance to the extent such matching requirements entail COVID-19-related costs that 
otherwise satisfy the Fund’s eligibility criteria and the Stafford Act.  Regardless of the use of Fund 
payments for such purposes, FEMA funding is still dependent on FEMA’s determination of eligibility 
under the Stafford Act. 

43. Must a State, local, or tribal government require applications to be submitted by businesses or 
individuals before providing assistance using payments from the Fund? 

Governments have discretion to determine how to tailor assistance programs they establish in 
response to the COVID-19 public health emergency.  However, such a program should be structured 
in such a manner as will ensure that such assistance is determined to be necessary in response to the 
COVID-19 public health emergency and otherwise satisfies the requirements of the CARES Act and 
other applicable law.  For example, a per capita payment to residents of a particular jurisdiction 
without an assessment of individual need would not be an appropriate use of payments from the Fund.   
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44. May Fund payments be provided to non-profits for distribution to individuals in need of financial 
assistance, such as rent relief?  

Yes, non-profits may be used to distribute assistance.  Regardless of how the assistance is structured, 
the financial assistance provided would have to be related to COVID-19.   

45. May recipients use Fund payments to remarket the recipient’s convention facilities and tourism 
industry? 

Yes, if the costs of such remarketing satisfy the requirements of the CARES Act.  Expenses incurred 
to publicize the resumption of activities and steps taken to ensure a safe experience may be needed 
due to the public health emergency.  Expenses related to developing a long-term plan to reposition a 
recipient’s convention and tourism industry and infrastructure would not be incurred due to the public 
health emergency and therefore may not be covered using payments from the Fund.   

46. May a State provide assistance to farmers and meat processors to expand capacity, such to cover 
overtime for USDA meat inspectors? 

If a State determines that expanding meat processing capacity, including by paying overtime to 
USDA meat inspectors, is a necessary expense incurred due to the public health emergency, such as if 
increased capacity is necessary to allow farmers and processors to donate meat to food banks, then 
such expenses are eligible expenses, provided that the expenses satisfy the other requirements set 
forth in section 601(d) of the Social Security Act outlined in the Guidance.  

47. The guidance provides that funding may be used to meet payroll expenses for public safety, public 
health, health care, human services, and similar employees whose services are substantially 
dedicated to mitigating or responding to the COVID-19 public health emergency.  May Fund 
payments be used to cover such an employee’s entire payroll cost or just the portion of time spent 
on mitigating or responding to the COVID-19 public health emergency?   

As a matter of administrative convenience, the entire payroll cost of an employee whose time is 
substantially dedicated to mitigating or responding to the COVID-19 public health emergency is 
eligible, provided that such payroll costs are incurred by December 30, 2020.  An employer may also 
track time spent by employees related to COVID-19 and apply Fund payments on that basis but 
would need to do so consistently within the relevant agency or department. 

48. May Fund payments be used to cover increased administrative leave costs of public employees who 
could not telework in the event of a stay at home order or a case of COVID-19 in the workplace? 

The statute requires that payments be used only to cover costs that were not accounted for in the 
budget most recently approved as of March 27, 2020.  As stated in the Guidance, a cost meets this 
requirement if either (a) the cost cannot lawfully be funded using a line item, allotment, or allocation 
within that budget or (b) the cost is for a substantially different use from any expected use of funds in 
such a line item, allotment, or allocation.  If the cost of an employee was allocated to administrative 
leave to a greater extent than was expected, the cost of such administrative leave may be covered 
using payments from the Fund.   
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49. Are States permitted to use Coronavirus Relief Fund payments to satisfy non-federal matching 
requirements under the Stafford Act, including “lost wages assistance” authorized by the 
Presidential Memorandum on Authorizing the Other Needs Assistance Program for Major 
Disaster Declarations Related to Coronavirus Disease 2019 (August 8, 2020)?  

Yes.  As previous guidance has stated, payments from the Fund may be used to meet the non-federal 
matching requirements for Stafford Act assistance to the extent such matching requirements entail 
COVID-19-related costs that otherwise satisfy the Fund’s eligibility criteria and the Stafford Act.  
States are fully permitted to use payments from the Fund to satisfy 100% of their cost share for lost 
wages assistance recently made available under the Stafford Act. 

50. At what point would costs be considered to be incurred in the case of a grant made by a State, local, 
or tribal government to cover interest and principal amounts of a loan, such as might be provided 
as part of a small business assistance program in which the loan is made by a private institution? 

A grant made to cover interest and principal costs of a loan, including interest and principal due after 
the period that begins on March 1, 2020, and ends on December 30, 2020 (the “covered period”), will 
be considered to be incurred during the covered period if (i) the full amount of the loan is advanced to 
the borrower within the covered period and (ii) the proceeds of the loan are used by the borrower to 
cover expenses incurred during the covered period.  In addition, if these conditions are met, the 
amount of the grant will be considered to have been used during the covered period for purposes of 
the requirement that expenses be incurred within the covered period.  Such a grant would be 
analogous to a loan provided by the Fund recipient itself that incorporates similar loan forgiveness 
provisions.  As with any other assistance provided by a Fund recipient, such a grant would need to be 
determined by the recipient to be necessary due to the public health emergency.   

51. If governments use Fund payments as described in the Guidance to establish a grant program to 
support businesses, would those funds be considered gross income taxable to a business receiving 
the grant under the Internal Revenue Code (Code)? 

Please see the answer provided by the Internal Revenue Service (IRS) available at 
https://www.irs.gov/newsroom/cares-act-coronavirus-relief-fund-frequently-asked-questions. 

52. If governments use Fund payments as described in the Guidance to establish a loan program to 
support businesses, would those funds be considered gross income taxable to a business receiving 
the loan under the Code? 

Please see the answer provided by the IRS available at https://www.irs.gov/newsroom/cares-act-
coronavirus-relief-fund-frequently-asked-questions. 

B.  Questions Related to Administration of Fund Payments   

1. Do governments have to return unspent funds to Treasury? 

Yes. Section 601(f)(2) of the Social Security Act, as added by section 5001(a) of the CARES Act, 
provides for recoupment by the Department of the Treasury of amounts received from the Fund that 
have not been used in a manner consistent with section 601(d) of the Social Security Act. If a 
government has not used funds it has received to cover costs that were incurred by December 30, 
2020, as required by the statute, those funds must be returned to the Department of the Treasury. 

https://www.irs.gov/newsroom/cares-act-coronavirus-relief-fund-frequently-asked-questions
https://www.irs.gov/newsroom/cares-act-coronavirus-relief-fund-frequently-asked-questions
https://www.irs.gov/newsroom/cares-act-coronavirus-relief-fund-frequently-asked-questions


11 
 

2. What records must be kept by governments receiving payment? 

A government should keep records sufficient to demonstrate that the amount of Fund payments to the 
government has been used in accordance with section 601(d) of the Social Security Act. 

3. May recipients deposit Fund payments into interest bearing accounts?   

Yes, provided that if recipients separately invest amounts received from the Fund, they must use the 
interest earned or other proceeds of these investments only to cover expenditures incurred in 
accordance with section 601(d) of the Social Security Act and the Guidance on eligible expenses.  If a 
government deposits Fund payments in a government’s general account, it may use those funds to 
meet immediate cash management needs provided that the full amount of the payment is used to 
cover necessary expenditures.  Fund payments are not subject to the Cash Management Improvement 
Act of 1990, as amended. 

4. May governments retain assets purchased with payments from the Fund? 

Yes, if the purchase of the asset was consistent with the limitations on the eligible use of funds 
provided by section 601(d) of the Social Security Act.  

5. What rules apply to the proceeds of disposition or sale of assets acquired using payments from the 
Fund? 

If such assets are disposed of prior to December 30, 2020, the proceeds would be subject to the 
restrictions on the eligible use of payments from the Fund provided by section 601(d) of the Social 
Security Act. 

6. Are Fund payments to State, territorial, local, and tribal governments considered grants?    

No.  Fund payments made by Treasury to State, territorial, local, and Tribal governments are not 
considered to be grants but are “other financial assistance” under 2 C.F.R. § 200.40.  

7. Are Fund payments considered federal financial assistance for purposes of the Single Audit Act? 

Yes, Fund payments are considered to be federal financial assistance subject to the Single Audit Act 
(31 U.S.C. §§ 7501-7507) and the related provisions of the Uniform Guidance, 2 C.F.R. § 200.303 
regarding internal controls, §§ 200.330 through 200.332 regarding subrecipient monitoring and 
management, and subpart F regarding audit requirements. 

8. Are Fund payments subject to other requirements of the Uniform Guidance? 

Fund payments are subject to the following requirements in the Uniform Guidance (2 C.F.R. Part 
200): 2 C.F.R. § 200.303 regarding internal controls, 2 C.F.R. §§ 200.330 through 200.332 regarding 
subrecipient monitoring and management, and subpart F regarding audit requirements. 

9. Is there a Catalog of Federal Domestic Assistance (CFDA) number assigned to the Fund? 

Yes. The CFDA number assigned to the Fund is 21.019.  
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10. If a State transfers Fund payments to its political subdivisions, would the transferred funds count 
toward the subrecipients’ total funding received from the federal government for purposes of the 
Single Audit Act? 

Yes.  The Fund payments to subrecipients would count toward the threshold of the Single Audit Act 
and 2 C.F.R. part 200, subpart F re: audit requirements.  Subrecipients are subject to a single audit or 
program-specific audit pursuant to 2 C.F.R. § 200.501(a) when the subrecipients spend $750,000 or 
more in federal awards during their fiscal year. 

11. Are recipients permitted to use payments from the Fund to cover the expenses of an audit 
conducted under the Single Audit Act? 

Yes, such expenses would be eligible expenditures, subject to the limitations set forth in 2 C.F.R. § 
200.425. 

12. If a government has transferred funds to another entity, from which entity would the Treasury 
Department seek to recoup the funds if they have not been used in a manner consistent with 
section 601(d) of the Social Security Act? 

The Treasury Department would seek to recoup the funds from the government that received the 
payment directly from the Treasury Department.  State, territorial, local, and Tribal governments 
receiving funds from Treasury should ensure that funds transferred to other entities, whether pursuant 
to a grant program or otherwise, are used in accordance with section 601(d) of the Social Security Act 
as implemented in the Guidance. 
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every two years or every three years, 

not to exceed a five-year reporting pe-

riod; or a Federal awarding agency or 

pass-through entity may require an-

nual reporting for the first three years 

of a Federal award and thereafter re-

quire reporting every five years). 

SUBRECIPIENT MONITORING AND 

MANAGEMENT 

§ 200.330 Subrecipient and contractor 
determinations. 

The non-Federal entity may concur-

rently receive Federal awards as a re-

cipient, a subrecipient, and a con-

tractor, depending on the substance of 

its agreements with Federal awarding 

agencies and pass-through entities. 

Therefore, a pass-through entity must 

make case-by-case determinations 

whether each agreement it makes for 

the disbursement of Federal program 

funds casts the party receiving the 

funds in the role of a subrecipient or a 

contractor. The Federal awarding 

agency may supply and require recipi-

ents to comply with additional guid-

ance to support these determinations 

provided such guidance does not con-

flict with this section. 

(a) Subrecipients. A subaward is for 

the purpose of carrying out a portion of 

a Federal award and creates a Federal 

assistance relationship with the sub-

recipient. See § 200.92 Subaward. Char-

acteristics which support the classi-

fication of the non-Federal entity as a 

subrecipient include when the non-Fed-

eral entity: 

(1) Determines who is eligible to re-

ceive what Federal assistance; 

(2) Has its performance measured in 

relation to whether objectives of a Fed-

eral program were met; 

(3) Has responsibility for pro-

grammatic decision making; 

(4) Is responsible for adherence to ap-

plicable Federal program requirements 

specified in the Federal award; and 

(5) In accordance with its agreement, 

uses the Federal funds to carry out a 

program for a public purpose specified 

in authorizing statute, as opposed to 

providing goods or services for the ben-

efit of the pass-through entity. 

(b) Contractors. A contract is for the 

purpose of obtaining goods and services 

for the non-Federal entity’s own use 

and creates a procurement relationship 

with the contractor. See § 200.22 Con-

tract. Characteristics indicative of a 

procurement relationship between the 

non-Federal entity and a contractor 

are when the non-Federal entity re-

ceiving the Federal funds: 

(1) Provides the goods and services 

within normal business operations; 

(2) Provides similar goods or services 

to many different purchasers; 

(3) Normally operates in a competi-

tive environment; 

(4) Provides goods or services that 

are ancillary to the operation of the 

Federal program; and 

(5) Is not subject to compliance re-

quirements of the Federal program as a 

result of the agreement, though similar 

requirements may apply for other rea-

sons. 

(c) Use of judgment in making deter-
mination. In determining whether an 

agreement between a pass-through en-

tity and another non-Federal entity 

casts the latter as a subrecipient or a 

contractor, the substance of the rela-

tionship is more important than the 

form of the agreement. All of the char-

acteristics listed above may not be 

present in all cases, and the pass- 

through entity must use judgment in 

classifying each agreement as a 

subaward or a procurement contract. 

§ 200.331 Requirements for pass- 
through entities. 

All pass-through entities must: 

(a) Ensure that every subaward is 

clearly identified to the subrecipient as 

a subaward and includes the following 

information at the time of the 

subaward and if any of these data ele-

ments change, include the changes in 

subsequent subaward modification. 

When some of this information is not 

available, the pass-through entity 

must provide the best information 

available to describe the Federal award 

and subaward. Required information 

includes: 

(1) Federal Award Identification. 

(i) Subrecipient name (which must 

match registered name in DUNS); 

(ii) Subrecipient’s DUNS number (see 

§ 200.32 Data Universal Numbering Sys-

tem (DUNS) number); 
(iii) Federal Award Identification 

Number (FAIN); 

VerDate Mar<15>2010 14:08 Mar 14, 2014 Jkt 232005 PO 00000 Frm 00134 Fmt 8010 Sfmt 8010 Y:\SGML\232005.XXX 232005w
re

ie
r-

av
ile

s 
on

 D
S

K
5T

P
T

V
N

1P
R

O
D

 w
ith

 C
F

R

hsmith
Rectangle

hsmith
Text Box
             Appendix H



125 

OMB Guidance § 200.331 

(iv) Federal Award Date (see § 200.39 

Federal award date); 

(v) Subaward Period of Performance 

Start and End Date; 

(vi) Amount of Federal Funds Obli-

gated by this action; 

(vii) Total Amount of Federal Funds 

Obligated to the subrecipient; 

(viii) Total Amount of the Federal 

Award; 

(ix) Federal award project descrip-

tion, as required to be responsive to 

the Federal Funding Accountability 

and Transparency Act (FFATA); 

(x) Name of Federal awarding agency, 

pass-through entity, and contact infor-

mation for awarding official, 

(xi) CFDA Number and Name; the 

pass-through entity must identify the 

dollar amount made available under 

each Federal award and the CFDA 

number at time of disbursement; 

(xii) Identification of whether the 

award is R&D; and 

(xiii) Indirect cost rate for the Fed-

eral award (including if the de minimis 

rate is charged per § 200.414 Indirect 

(F&A) costs). 

(2) All requirements imposed by the 

pass-through entity on the sub-

recipient so that the Federal award is 

used in accordance with Federal stat-

utes, regulations and the terms and 

conditions of the Federal award. 

(3) Any additional requirements that 

the pass-through entity imposes on the 

subrecipient in order for the pass- 

through entity to meet its own respon-

sibility to the Federal awarding agency 

including identification of any required 

financial and performance reports; 

(4) An approved federally recognized 

indirect cost rate negotiated between 

the subrecipient and the Federal gov-

ernment or, if no such rate exists, ei-

ther a rate negotiated between the 

pass-through entity and the sub-

recipient (in compliance with this 

part), or a de minimis indirect cost 

rate as defined in § 200.414 Indirect 

(F&A) costs, paragraph (b) of this part. 

(5) A requirement that the sub-

recipient permit the pass-through enti-

ty and auditors to have access to the 

subrecipient’s records and financial 

statements as necessary for the pass- 

through entity to meet the require-

ments of this section, §§ 200.300 Statu-

tory and national policy requirements 

through 200.309 Period of performance, 

and Subpart F—Audit Requirements of 

this part; and 

(6) Appropriate terms and conditions 

concerning closeout of the subaward. 

(b) Evaluate each subrecipient’s risk 

of noncompliance with Federal stat-

utes, regulations, and the terms and 

conditions of the subaward for purposes 

of determining the appropriate sub-

recipient monitoring described in para-

graph (e) of this section, which may in-

clude consideration of such factors as: 

(1) The subrecipient’s prior experi-

ence with the same or similar sub-

awards; 

(2) The results of previous audits in-

cluding whether or not the sub-

recipient receives a Single Audit in ac-

cordance with Subpart F—Audit Re-

quirements of this part, and the extent 

to which the same or similar subaward 

has been audited as a major program; 

(3) Whether the subrecipient has new 

personnel or new or substantially 

changed systems; and 

(4) The extent and results of Federal 

awarding agency monitoring (e.g., if 

the subrecipient also receives Federal 

awards directly from a Federal award-

ing agency). 

(c) Consider imposing specific 

subaward conditions upon a sub-

recipient if appropriate as described in 

§ 200.207 Specific conditions. 

(d) Monitor the activities of the sub-

recipient as necessary to ensure that 

the subaward is used for authorized 

purposes, in compliance with Federal 

statutes, regulations, and the terms 

and conditions of the subaward; and 

that subaward performance goals are 

achieved. Pass-through entity moni-

toring of the subrecipient must in-

clude: 

(1) Reviewing financial and pro-

grammatic reports required by the 

pass-through entity. 

(2) Following-up and ensuring that 

the subrecipient takes timely and ap-

propriate action on all deficiencies per-

taining to the Federal award provided 

to the subrecipient from the pass- 

through entity detected through au-

dits, on-site reviews, and other means. 

(3) Issuing a management decision for 

audit findings pertaining to the Fed-

eral award provided to the subrecipient 
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from the pass-through entity as re-

quired by § 200.521 Management deci-

sion. 

(e) Depending upon the pass-through 

entity’s assessment of risk posed by 

the subrecipient (as described in para-

graph (b) of this section), the following 

monitoring tools may be useful for the 

pass-through entity to ensure proper 

accountability and compliance with 

program requirements and achieve-

ment of performance goals: 

(1) Providing subrecipients with 

training and technical assistance on 

program-related matters; and 

(2) Performing on-site reviews of the 

subrecipient’s program operations; 

(3) Arranging for agreed-upon-proce-

dures engagements as described in 

§ 200.425 Audit services. 

(f) Verify that every subrecipient is 

audited as required by Subpart F— 

Audit Requirements of this part when 

it is expected that the subrecipient’s 

Federal awards expended during the re-

spective fiscal year equaled or exceeded 

the threshold set forth in § 200.501 Audit 

requirements. 

(g) Consider whether the results of 

the subrecipient’s audits, on-site re-

views, or other monitoring indicate 

conditions that necessitate adjust-

ments to the pass-through entity’s own 

records. 

(h) Consider taking enforcement ac-

tion against noncompliant subrecipi-

ents as described in § 200.338 Remedies 

for noncompliance of this part and in 

program regulations. 

§ 200.332 Fixed amount subawards. 
With prior written approval from the 

Federal awarding agency, a pass- 

through entity may provide subawards 

based on fixed amounts up to the Sim-

plified Acquisition Threshold, provided 

that the subawards meet the require-

ments for fixed amount awards in 

§ 200.201 Use of grant agreements (in-

cluding fixed amount awards), coopera-

tive agreements, and contracts. 

RECORD RETENTION AND ACCESS 

§ 200.333 Retention requirements for 
records. 

Financial records, supporting docu-

ments, statistical records, and all 

other non-Federal entity records perti-

nent to a Federal award must be re-

tained for a period of three years from 

the date of submission of the final ex-

penditure report or, for Federal awards 

that are renewed quarterly or annu-

ally, from the date of the submission of 

the quarterly or annual financial re-

port, respectively, as reported to the 

Federal awarding agency or pass- 

through entity in the case of a sub-

recipient. Federal awarding agencies 

and pass-through entities must not im-

pose any other record retention re-

quirements upon non-Federal entities. 

The only exceptions are the following: 

(a) If any litigation, claim, or audit 

is started before the expiration of the 

3-year period, the records must be re-

tained until all litigation, claims, or 

audit findings involving the records 

have been resolved and final action 

taken. 

(b) When the non-Federal entity is 

notified in writing by the Federal 

awarding agency, cognizant agency for 

audit, oversight agency for audit, cog-

nizant agency for indirect costs, or 

pass-through entity to extend the re-

tention period. 

(c) Records for real property and 

equipment acquired with Federal funds 

must be retained for 3 years after final 

disposition. 

(d) When records are transferred to or 

maintained by the Federal awarding 

agency or pass-through entity, the 3- 

year retention requirement is not ap-

plicable to the non-Federal entity. 

(e) Records for program income 

transactions after the period of per-

formance. In some cases recipients 

must report program income after the 

period of performance. Where there is 

such a requirement, the retention pe-

riod for the records pertaining to the 

earning of the program income starts 

from the end of the non-Federal enti-

ty’s fiscal year in which the program 

income is earned. 

(f) Indirect cost rate proposals and 

cost allocations plans. This paragraph 

applies to the following types of docu-

ments and their supporting records: in-

direct cost rate computations or pro-

posals, cost allocation plans, and any 

similar accounting computations of 

the rate at which a particular group of 

costs is chargeable (such as computer 
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5701–11, (‘‘Travel and Subsistence Ex-

penses; Mileage Allowances’’), or by 

the Administrator of General Services, 

or by the President (or his or her des-

ignee) pursuant to any provisions of 

such subchapter must apply to travel 

under Federal awards (48 CFR 31.205– 

46(a)). 

(d) Commercial air travel. (1) Airfare 

costs in excess of the basic least expen-

sive unrestricted accommodations 

class offered by commercial airlines 

are unallowable except when such ac-

commodations would: 

(i) Require circuitous routing; 

(ii) Require travel during unreason-

able hours; 

(iii) Excessively prolong travel; 

(iv) Result in additional costs that 

would offset the transportation sav-

ings; or 

(v) Offer accommodations not reason-

ably adequate for the traveler’s med-

ical needs. The non-Federal entity 

must justify and document these condi-

tions on a case-by-case basis in order 

for the use of first-class or business- 

class airfare to be allowable in such 

cases. 

(2) Unless a pattern of avoidance is 

detected, the Federal government will 

generally not question a non-Federal 

entity’s determinations that cus-

tomary standard airfare or other dis-

count airfare is unavailable for specific 

trips if the non-Federal entity can 

demonstrate that such airfare was not 

available in the specific case. 

(e) Air travel by other than commercial 

carrier. Costs of travel by non-Federal 

entity-owned, -leased, or -chartered 

aircraft include the cost of lease, char-

ter, operation (including personnel 

costs), maintenance, depreciation, in-

surance, and other related costs. The 

portion of such costs that exceeds the 

cost of airfare as provided for in para-

graph (d) of this section, is unallow-

able. 

§ 200.475 Trustees. 

Travel and subsistence costs of trust-

ees (or directors) at IHEs and nonprofit 

organizations are allowable. See also 

§ 200.474 Travel costs. 

Subpart F—Audit Requirements 

GENERAL 

§ 200.500 Purpose. 

This part sets forth standards for ob-

taining consistency and uniformity 

among Federal agencies for the audit 

of non-Federal entities expending Fed-

eral awards. 

AUDITS 

§ 200.501 Audit requirements. 

(a) Audit required. A non-Federal enti-

ty that expends $750,000 or more during 

the non-Federal entity’s fiscal year in 

Federal awards must have a single or 

program-specific audit conducted for 

that year in accordance with the provi-

sions of this part. 

(b) Single audit. A non-Federal entity 

that expends $750,000 or more during 

the non-Federal entity’s fiscal year in 

Federal awards must have a single 

audit conducted in accordance with 

§ 200.514 Scope of audit except when it 

elects to have a program-specific audit 

conducted in accordance with para-

graph (c) of this section. 

(c) Program-specific audit election. 
When an auditee expends Federal 

awards under only one Federal pro-

gram (excluding R&D) and the Federal 

program’s statutes, regulations, or the 

terms and conditions of the Federal 

award do not require a financial state-

ment audit of the auditee, the auditee 

may elect to have a program-specific 

audit conducted in accordance with 

§ 200.507 Program-specific audits. A pro-

gram-specific audit may not be elected 

for R&D unless all of the Federal 

awards expended were received from 

the same Federal agency, or the same 

Federal agency and the same pass- 

through entity, and that Federal agen-

cy, or pass-through entity in the case 

of a subrecipient, approves in advance 

a program-specific audit. 

(d) Exemption when Federal awards ex-
pended are less than $750,000. A non-Fed-

eral entity that expends less than 

$750,000 during the non-Federal entity’s 

fiscal year in Federal awards is exempt 

from Federal audit requirements for 

that year, except as noted in § 200.503 

Relation to other audit requirements, 
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but records must be available for re-

view or audit by appropriate officials 

of the Federal agency, pass-through en-

tity, and Government Accountability 

Office (GAO). 

(e) Federally Funded Research and De-
velopment Centers (FFRDC). Manage-

ment of an auditee that owns or oper-

ates a FFRDC may elect to treat the 

FFRDC as a separate entity for pur-

poses of this part. 

(f) Subrecipients and Contractors. An 

auditee may simultaneously be a re-

cipient, a subrecipient, and a con-

tractor. Federal awards expended as a 

recipient or a subrecipient are subject 

to audit under this part. The payments 

received for goods or services provided 

as a contractor are not Federal awards. 

Section § 200.330 Subrecipient and con-

tractor determinations should be con-

sidered in determining whether pay-

ments constitute a Federal award or a 

payment for goods or services provided 

as a contractor. 

(g) Compliance responsibility for con-
tractors. In most cases, the auditee’s 

compliance responsibility for contrac-

tors is only to ensure that the procure-

ment, receipt, and payment for goods 

and services comply with Federal stat-

utes, regulations, and the terms and 

conditions of Federal awards. Federal 

award compliance requirements nor-

mally do not pass through to contrac-

tors. However, the auditee is respon-

sible for ensuring compliance for pro-

curement transactions which are struc-

tured such that the contractor is re-

sponsible for program compliance or 

the contractor’s records must be re-

viewed to determine program compli-

ance. Also, when these procurement 

transactions relate to a major pro-

gram, the scope of the audit must in-

clude determining whether these trans-

actions are in compliance with Federal 

statutes, regulations, and the terms 

and conditions of Federal awards. 

(h) For-profit subrecipient. Since this 

part does not apply to for-profit sub-

recipients, the pass-through entity is 

responsible for establishing require-

ments, as necessary, to ensure compli-

ance by for-profit subrecipients. The 

agreement with the for-profit sub-

recipient should describe applicable 

compliance requirements and the for- 

profit subrecipient’s compliance re-

sponsibility. Methods to ensure compli-

ance for Federal awards made to for- 

profit subrecipients may include pre- 

award audits, monitoring during the 

agreement, and post-award audits. See 

also § 200.331 Requirements for pass- 

through entities. 

§ 200.502 Basis for determining Fed-
eral awards expended. 

(a) Determining Federal awards ex-
pended. The determination of when a 

Federal award is expended should be 

based on when the activity related to 

the Federal award occurs. Generally, 

the activity pertains to events that re-

quire the non-Federal entity to comply 

with Federal statutes, regulations, and 

the terms and conditions of Federal 

awards, such as: expenditure/expense 

transactions associated with awards in-

cluding grants, cost-reimbursement 

contracts under the FAR, compacts 

with Indian Tribes, cooperative agree-

ments, and direct appropriations; the 

disbursement of funds to subrecipients; 

the use of loan proceeds under loan and 

loan guarantee programs; the receipt of 

property; the receipt of surplus prop-

erty; the receipt or use of program in-

come; the distribution or use of food 

commodities; the disbursement of 

amounts entitling the non-Federal en-

tity to an interest subsidy; and the pe-

riod when insurance is in force. 

(b) Loan and loan guarantees (loans). 
Since the Federal government is at 

risk for loans until the debt is repaid, 

the following guidelines must be used 

to calculate the value of Federal 

awards expended under loan programs, 

except as noted in paragraphs (c) and 

(d) of this section: 

(1) Value of new loans made or re-

ceived during the audit period; plus 

(2) Beginning of the audit period bal-

ance of loans from previous years for 

which the Federal government imposes 

continuing compliance requirements; 

plus 

(3) Any interest subsidy, cash, or ad-

ministrative cost allowance received. 

(c) Loan and loan guarantees (loans) at 
IHEs. When loans are made to students 

of an IHE but the IHE does not make 

the loans, then only the value of loans 

made during the audit period must be 

considered Federal awards expended in 

that audit period. The balance of loans 
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for previous audit periods is not in-

cluded as Federal awards expended be-

cause the lender accounts for the prior 

balances. 

(d) Prior loan and loan guarantees 
(loans). Loans, the proceeds of which 

were received and expended in prior 

years, are not considered Federal 

awards expended under this part when 

the Federal statutes, regulations, and 

the terms and conditions of Federal 

awards pertaining to such loans impose 

no continuing compliance require-

ments other than to repay the loans. 

(e) Endowment funds. The cumulative 

balance of Federal awards for endow-

ment funds that are federally re-

stricted are considered Federal awards 

expended in each audit period in which 

the funds are still restricted. 

(f) Free rent. Free rent received by 

itself is not considered a Federal award 

expended under this part. However, free 

rent received as part of a Federal 

award to carry out a Federal program 

must be included in determining Fed-

eral awards expended and subject to 

audit under this part. 

(g) Valuing non-cash assistance. Fed-

eral non-cash assistance, such as free 

rent, food commodities, donated prop-

erty, or donated surplus property, must 

be valued at fair market value at the 

time of receipt or the assessed value 

provided by the Federal agency. 

(h) Medicare. Medicare payments to a 

non-Federal entity for providing pa-

tient care services to Medicare-eligible 

individuals are not considered Federal 

awards expended under this part. 

(i) Medicaid. Medicaid payments to a 

subrecipient for providing patient care 

services to Medicaid-eligible individ-

uals are not considered Federal awards 

expended under this part unless a state 

requires the funds to be treated as Fed-

eral awards expended because reim-

bursement is on a cost-reimbursement 

basis. 

(j) Certain loans provided by the Na-
tional Credit Union Administration. For 

purposes of this part, loans made from 

the National Credit Union Share Insur-

ance Fund and the Central Liquidity 

Facility that are funded by contribu-

tions from insured non-Federal entities 

are not considered Federal awards ex-

pended. 

§ 200.503 Relation to other audit re-
quirements. 

(a) An audit conducted in accordance 

with this part must be in lieu of any fi-

nancial audit of Federal awards which 

a non-Federal entity is required to un-

dergo under any other Federal statute 

or regulation. To the extent that such 

audit provides a Federal agency with 

the information it requires to carry 

out its responsibilities under Federal 

statute or regulation, a Federal agency 

must rely upon and use that informa-

tion. 

(b) Notwithstanding subsection (a), a 

Federal agency, Inspectors General, or 

GAO may conduct or arrange for addi-

tional audits which are necessary to 

carry out its responsibilities under 

Federal statute or regulation. The pro-

visions of this part do not authorize 

any non-Federal entity to constrain, in 

any manner, such Federal agency from 

carrying out or arranging for such ad-

ditional audits, except that the Federal 

agency must plan such audits to not be 

duplicative of other audits of Federal 

awards. Prior to commencing such an 

audit, the Federal agency or pass- 

through entity must review the FAC 

for recent audits submitted by the non- 

Federal entity, and to the extent such 

audits meet a Federal agency or pass- 

through entity’s needs, the Federal 

agency or pass-through entity must 

rely upon and use such audits. Any ad-

ditional audits must be planned and 

performed in such a way as to build 

upon work performed, including the 

audit documentation, sampling, and 

testing already performed, by other 

auditors. 

(c) The provisions of this part do not 

limit the authority of Federal agencies 

to conduct, or arrange for the conduct 

of, audits and evaluations of Federal 

awards, nor limit the authority of any 

Federal agency Inspector General or 

other Federal official. For example, re-

quirements that may be applicable 

under the FAR or CAS and the terms 

and conditions of a cost-reimbursement 

contract may include additional appli-

cable audits to be conducted or ar-

ranged for by Federal agencies. 

(d) Federal agency to pay for addi-

tional audits. A Federal agency that 
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conducts or arranges for additional au-

dits must, consistent with other appli-

cable Federal statutes and regulations, 

arrange for funding the full cost of 

such additional audits. 

(e) Request for a program to be au-

dited as a major program. A Federal 

awarding agency may request that an 

auditee have a particular Federal pro-

gram audited as a major program in 

lieu of the Federal awarding agency 

conducting or arranging for the addi-

tional audits. To allow for planning, 

such requests should be made at least 

180 calendar days prior to the end of 

the fiscal year to be audited. The 

auditee, after consultation with its 

auditor, should promptly respond to 

such a request by informing the Fed-

eral awarding agency whether the pro-

gram would otherwise be audited as a 

major program using the risk-based 

audit approach described in § 200.518 

Major program determination and, if 

not, the estimated incremental cost. 

The Federal awarding agency must 

then promptly confirm to the auditee 

whether it wants the program audited 

as a major program. If the program is 

to be audited as a major program based 

upon this Federal awarding agency re-

quest, and the Federal awarding agen-

cy agrees to pay the full incremental 

costs, then the auditee must have the 

program audited as a major program. A 

pass-through entity may use the provi-

sions of this paragraph for a sub-

recipient. 

§ 200.504 Frequency of audits. 

Except for the provisions for biennial 

audits provided in paragraphs (a) and 

(b) of this section, audits required by 

this part must be performed annually. 

Any biennial audit must cover both 

years within the biennial period. 

(a) A state, local government, or In-

dian tribe that is required by constitu-

tion or statute, in effect on January 1, 

1987, to undergo its audits less fre-

quently than annually, is permitted to 

undergo its audits pursuant to this 

part biennially. This requirement must 

still be in effect for the biennial period. 

(b) Any nonprofit organization that 

had biennial audits for all biennial pe-

riods ending between July 1, 1992, and 

January 1, 1995, is permitted to under-

go its audits pursuant to this part bi-

ennially. 

§ 200.505 Sanctions. 

In cases of continued inability or un-

willingness to have an audit conducted 

in accordance with this part, Federal 

agencies and pass-through entities 

must take appropriate action as pro-

vided in § 200.338 Remedies for non-

compliance. 

§ 200.506 Audit costs. 

See § 200.425 Audit services. 

§ 200.507 Program-specific audits. 

(a) Program-specific audit guide avail-

able. In many cases, a program-specific 

audit guide will be available to provide 

specific guidance to the auditor with 

respect to internal controls, compli-

ance requirements, suggested audit 

procedures, and audit reporting re-

quirements. A listing of current pro-

gram-specific audit guides can be found 

in the compliance supplement begin-

ning with the 2014 supplement includ-

ing Federal awarding agency contact 

information and a Web site where a 

copy of the guide can be obtained. 

When a current program-specific audit 

guide is available, the auditor must 

follow GAGAS and the guide when per-

forming a program-specific audit. 

(b) Program-specific audit guide not 

available. (1) When a program-specific 

audit guide is not available, the 

auditee and auditor must have basi-

cally the same responsibilities for the 

Federal program as they would have 

for an audit of a major program in a 

single audit. 

(2) The auditee must prepare the fi-

nancial statement(s) for the Federal 

program that includes, at a minimum, 

a schedule of expenditures of Federal 

awards for the program and notes that 

describe the significant accounting 

policies used in preparing the schedule, 

a summary schedule of prior audit find-

ings consistent with the requirements 

of § 200.511 Audit findings follow-up, 

paragraph (b), and a corrective action 

plan consistent with the requirements 

of § 200.511 Audit findings follow-up, 

paragraph (c). 

(3) The auditor must: 
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(i) Perform an audit of the financial 

statement(s) for the Federal program 

in accordance with GAGAS; 

(ii) Obtain an understanding of inter-

nal controls and perform tests of inter-

nal controls over the Federal program 

consistent with the requirements of 

§ 200.514 Scope of audit, paragraph (c) 

for a major program; 

(iii) Perform procedures to determine 

whether the auditee has complied with 

Federal statutes, regulations, and the 

terms and conditions of Federal awards 

that could have a direct and material 

effect on the Federal program con-

sistent with the requirements of 

§ 200.514 Scope of audit, paragraph (d) 

for a major program; 

(iv) Follow up on prior audit findings, 

perform procedures to assess the rea-

sonableness of the summary schedule 

of prior audit findings prepared by the 

auditee in accordance with the require-

ments of § 200.511 Audit findings follow- 

up, and report, as a current year audit 

finding, when the auditor concludes 

that the summary schedule of prior 

audit findings materially misrepre-

sents the status of any prior audit find-

ing; and 

(v) Report any audit findings con-

sistent with the requirements of 

§ 200.516 Audit findings. 

(4) The auditor’s report(s) may be in 

the form of either combined or sepa-

rate reports and may be organized dif-

ferently from the manner presented in 

this section. The auditor’s report(s) 

must state that the audit was con-

ducted in accordance with this part 

and include the following: 

(i) An opinion (or disclaimer of opin-

ion) as to whether the financial state-

ment(s) of the Federal program is pre-

sented fairly in all material respects in 

accordance with the stated accounting 

policies; 

(ii) A report on internal control re-

lated to the Federal program, which 

must describe the scope of testing of 

internal control and the results of the 

tests; 

(iii) A report on compliance which in-

cludes an opinion (or disclaimer of 

opinion) as to whether the auditee 

complied with laws, regulations, and 

the terms and conditions of Federal 

awards which could have a direct and 

material effect on the Federal pro-

gram; and 

(iv) A schedule of findings and ques-

tioned costs for the Federal program 

that includes a summary of the audi-

tor’s results relative to the Federal 

program in a format consistent with 

§ 200.515 Audit reporting, paragraph 

(d)(1) and findings and questioned costs 

consistent with the requirements of 

§ 200.515 Audit reporting, paragraph 

(d)(3). 

(c) Report submission for program-spe-
cific audits. (1) The audit must be com-

pleted and the reporting required by 

paragraph (c)(2) or (c)(3) of this section 

submitted within the earlier of 30 cal-

endar days after receipt of the audi-

tor’s report(s), or nine months after 

the end of the audit period, unless a 

different period is specified in a pro-

gram-specific audit guide. Unless re-

stricted by Federal law or regulation, 

the auditee must make report copies 

available for public inspection. 

Auditees and auditors must ensure 

that their respective parts of the re-

porting package do not include pro-

tected personally identifiable informa-

tion. 

(2) When a program-specific audit 

guide is available, the auditee must 

electronically submit to the FAC the 

data collection form prepared in ac-

cordance with § 200.512 Report submis-

sion, paragraph (b), as applicable to a 

program-specific audit, and the report-

ing required by the program-specific 

audit guide. 

(3) When a program-specific audit 

guide is not available, the reporting 

package for a program-specific audit 

must consist of the financial state-

ment(s) of the Federal program, a sum-

mary schedule of prior audit findings, 

and a corrective action plan as de-

scribed in paragraph (b)(2) of this sec-

tion, and the auditor’s report(s) de-

scribed in paragraph (b)(4) of this sec-

tion. The data collection form prepared 

in accordance with § 200.512 Report sub-

mission, paragraph (b), as applicable to 

a program-specific audit, and one copy 

of this reporting package must be elec-

tronically submitted to the FAC. 

(d) Other sections of this part may 
apply. Program-specific audits are sub-

ject to: 
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(1) 200.500 Purpose through 200.503 Re-

lation to other audit requirements, 

paragraph (d); 

(2) 200.504 Frequency of audits 

through 200.506 Audit costs; 

(3) 200.508 Auditee responsibilities 

through 200.509 Auditor selection; 

(4) 200.511 Audit findings follow-up; 

(5) 200.512 Report submission, para-

graphs (e) through (h); 

(6) 200.513 Responsibilities; 

(7) 200.516 Audit findings through 

200.517 Audit documentation; 

(8) 200.521 Management decision, and 

(9) Other referenced provisions of this 

part unless contrary to the provisions 

of this section, a program-specific 

audit guide, or program statutes and 

regulations. 

AUDITEES 

§ 200.508 Auditee responsibilities. 
The auditee must: 

(a) Procure or otherwise arrange for 

the audit required by this part in ac-

cordance with § 200.509 Auditor selec-

tion, and ensure it is properly per-

formed and submitted when due in ac-

cordance with § 200.512 Report submis-

sion. 

(b) Prepare appropriate financial 

statements, including the schedule of 

expenditures of Federal awards in ac-

cordance with § 200.510 Financial state-

ments. 

(c) Promptly follow up and take cor-

rective action on audit findings, in-

cluding preparation of a summary 

schedule of prior audit findings and a 

corrective action plan in accordance 

with § 200.511 Audit findings follow-up, 

paragraph (b) and § 200.511 Audit find-

ings follow-up, paragraph (c), respec-

tively. 

(d) Provide the auditor with access to 

personnel, accounts, books, records, 

supporting documentation, and other 

information as needed for the auditor 

to perform the audit required by this 

part. 

§ 200.509 Auditor selection. 
(a) Auditor procurement. In procuring 

audit services, the auditee must follow 

the procurement standards prescribed 

by the Procurement Standards in 

§§ 200.317 Procurement by states 

through 20.326 Contract provisions of 

Subpart D- Post Federal Award Re-
quirements of this part or the FAR (48 
CFR part 42), as applicable. When pro-

curing audit services, the objective is 

to obtain high-quality audits. In re-

questing proposals for audit services, 

the objectives and scope of the audit 

must be made clear and the non-Fed-

eral entity must request a copy of the 

audit organization’s peer review report 

which the auditor is required to pro-

vide under GAGAS. Factors to be con-

sidered in evaluating each proposal for 

audit services include the responsive-

ness to the request for proposal, rel-

evant experience, availability of staff 

with professional qualifications and 

technical abilities, the results of peer 

and external quality control reviews, 

and price. Whenever possible, the 

auditee must make positive efforts to 

utilize small businesses, minority- 

owned firms, and women’s business en-

terprises, in procuring audit services as 

stated in § 200.321 Contracting with 

small and minority businesses, wom-

en’s business enterprises, and labor 

surplus area firms, or the FAR (48 CFR 

part 42), as applicable. 
(b) Restriction on auditor preparing in-

direct cost proposals. An auditor who 

prepares the indirect cost proposal or 

cost allocation plan may not also be se-

lected to perform the audit required by 

this part when the indirect costs recov-

ered by the auditee during the prior 

year exceeded $1 million. This restric-

tion applies to the base year used in 

the preparation of the indirect cost 

proposal or cost allocation plan and 

any subsequent years in which the re-

sulting indirect cost agreement or cost 

allocation plan is used to recover costs. 
(c) Use of Federal auditors. Federal 

auditors may perform all or part of the 

work required under this part if they 

comply fully with the requirements of 

this part. 

§ 200.510 Financial statements. 
(a) Financial statements. The auditee 

must prepare financial statements that 

reflect its financial position, results of 

operations or changes in net assets, 

and, where appropriate, cash flows for 

the fiscal year audited. The financial 

statements must be for the same orga-

nizational unit and fiscal year that is 

chosen to meet the requirements of 
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this part. However, non-Federal entity- 

wide financial statements may also in-

clude departments, agencies, and other 

organizational units that have separate 

audits in accordance with § 200.514 

Scope of audit, paragraph (a) and pre-

pare separate financial statements. 

(b) Schedule of expenditures of Federal 
awards. The auditee must also prepare 

a schedule of expenditures of Federal 

awards for the period covered by the 

auditee’s financial statements which 

must include the total Federal awards 

expended as determined in accordance 

with § 200.502 Basis for determining 

Federal awards expended. While not re-

quired, the auditee may choose to pro-

vide information requested by Federal 

awarding agencies and pass-through 

entities to make the schedule easier to 

use. For example, when a Federal pro-

gram has multiple Federal award 

years, the auditee may list the amount 

of Federal awards expended for each 

Federal award year separately. At a 

minimum, the schedule must: 

(1) List individual Federal programs 

by Federal agency. For a cluster of pro-

grams, provide the cluster name, list 

individual Federal programs within the 

cluster of programs, and provide the 

applicable Federal agency name. For 

R&D, total Federal awards expended 

must be shown either by individual 

Federal award or by Federal agency 

and major subdivision within the Fed-

eral agency. For example, the National 

Institutes of Health is a major subdivi-

sion in the Department of Health and 

Human Services. 

(2) For Federal awards received as a 

subrecipient, the name of the pass- 

through entity and identifying number 

assigned by the pass-through entity 

must be included. 

(3) Provide total Federal awards ex-

pended for each individual Federal pro-

gram and the CFDA number or other 

identifying number when the CFDA in-

formation is not available. For a clus-

ter of programs also provide the total 

for the cluster. 

(4) Include the total amount provided 

to subrecipients from each Federal pro-

gram. 

(5) For loan or loan guarantee pro-

grams described in § 200.502 Basis for 

determining Federal awards expended, 

paragraph (b), identify in the notes to 

the schedule the balances outstanding 

at the end of the audit period. This is 

in addition to including the total Fed-

eral awards expended for loan or loan 

guarantee programs in the schedule. 
(6) Include notes that describe that 

significant accounting policies used in 

preparing the schedule, and note 

whether or not the non-Federal entity 

elected to use the 10% de minimis cost 

rate as covered in § 200.414 Indirect 

(F&A) costs. 

§ 200.511 Audit findings follow-up. 
(a) General. The auditee is responsible 

for follow-up and corrective action on 

all audit findings. As part of this re-

sponsibility, the auditee must prepare 

a summary schedule of prior audit find-

ings. The auditee must also prepare a 

corrective action plan for current year 

audit findings. The summary schedule 

of prior audit findings and the correc-

tive action plan must include the ref-

erence numbers the auditor assigns to 

audit findings under § 200.516 Audit 

findings, paragraph (c). Since the sum-

mary schedule may include audit find-

ings from multiple years, it must in-

clude the fiscal year in which the find-

ing initially occurred. The corrective 

action plan and summary schedule of 

prior audit findings must include find-

ings relating to the financial state-

ments which are required to be re-

ported in accordance with GAGAS. 
(b) Summary schedule of prior audit 

findings. The summary schedule of 

prior audit findings must report the 

status of all audit findings included in 

the prior audit’s schedule of findings 

and questioned costs. The summary 

schedule must also include audit find-

ings reported in the prior audit’s sum-

mary schedule of prior audit findings 

except audit findings listed as cor-

rected in accordance with paragraph 

(b)(1) of this section, or no longer valid 

or not warranting further action in ac-

cordance with paragraph (b)(3) of this 

section. 
(1) When audit findings were fully 

corrected, the summary schedule need 

only list the audit findings and state 

that corrective action was taken. 
(2) When audit findings were not cor-

rected or were only partially corrected, 

the summary schedule must describe 

the reasons for the finding’s recurrence 
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and planned corrective action, and any 

partial corrective action taken. When 

corrective action taken is significantly 

different from corrective action pre-

viously reported in a corrective action 

plan or in the Federal agency’s or pass- 

through entity’s management decision, 

the summary schedule must provide an 

explanation. 
(3) When the auditee believes the 

audit findings are no longer valid or do 

not warrant further action, the reasons 

for this position must be described in 

the summary schedule. A valid reason 

for considering an audit finding as not 

warranting further action is that all of 

the following have occurred: 
(i) Two years have passed since the 

audit report in which the finding oc-

curred was submitted to the FAC; 
(ii) The Federal agency or pass- 

through entity is not currently fol-

lowing up with the auditee on the audit 

finding; and 
(iii) A management decision was not 

issued. 
(c) Corrective action plan. At the com-

pletion of the audit, the auditee must 

prepare, in a document separate from 

the auditor’s findings described in 

§ 200.516 Audit findings, a corrective ac-

tion plan to address each audit finding 

included in the current year auditor’s 

reports. The corrective action plan 

must provide the name(s) of the con-

tact person(s) responsible for correc-

tive action, the corrective action 

planned, and the anticipated comple-

tion date. If the auditee does not agree 

with the audit findings or believes cor-

rective action is not required, then the 

corrective action plan must include an 

explanation and specific reasons. 

§ 200.512 Report submission. 
(a) General. (1) The audit must be 

completed and the data collection form 

described in paragraph (b) of this sec-

tion and reporting package described in 

paragraph (c) of this section must be 

submitted within the earlier of 30 cal-

endar days after receipt of the audi-

tor’s report(s), or nine months after 

the end of the audit period. If the due 

date falls on a Saturday, Sunday, or 

Federal holiday, the reporting package 

is due the next business day. 
(2) Unless restricted by Federal stat-

utes or regulations, the auditee must 

make copies available for public in-

spection. Auditees and auditors must 

ensure that their respective parts of 

the reporting package do not include 

protected personally identifiable infor-

mation. 

(b) Data Collection. The FAC is the re-

pository of record for Subpart F—Audit 

Requirements of this part reporting 

packages and the data collection form. 

All Federal agencies, pass-through en-

tities and others interested in a report-

ing package and data collection form 

must obtain it by accessing the FAC. 

(1) The auditee must submit required 

data elements described in Appendix X 

to Part 200—Data Collection Form 

(Form SF–SAC), which state whether 

the audit was completed in accordance 

with this part and provides informa-

tion about the auditee, its Federal pro-

grams, and the results of the audit. 

The data must include information 

available from the audit required by 

this part that is necessary for Federal 

agencies to use the audit to ensure in-

tegrity for Federal programs. The data 

elements and format must be approved 

by OMB, available from the FAC, and 

include collections of information from 

the reporting package described in 

paragraph (c) of this section. A senior 

level representative of the auditee 

(e.g., state controller, director of fi-

nance, chief executive officer, or chief 

financial officer) must sign a state-

ment to be included as part of the data 

collection that says that the auditee 

complied with the requirements of this 

part, the data were prepared in accord-

ance with this part (and the instruc-

tions accompanying the form), the re-

porting package does not include pro-

tected personally identifiable informa-

tion, the information included in its 

entirety is accurate and complete, and 

that the FAC is authorized to make the 

reporting package and the form pub-

licly available on a Web site. 

(2) Exception for Indian Tribes. An 

auditee that is an Indian tribe may opt 

not to authorize the FAC to make the 

reporting package publicly available 

on a Web site, by excluding the author-

ization for the FAC publication in the 

statement described in paragraph (b)(1) 

of this section. If this option is exer-

cised, the auditee becomes responsible 

for submitting the reporting package 
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directly to any pass-through entities 

through which it has received a Fed-

eral award and to pass-through entities 

for which the summary schedule of 

prior audit findings reported the status 

of any findings related to Federal 

awards that the pass-through entity 

provided. Unless restricted by Federal 

statute or regulation, if the auditee 

opts not to authorize publication, it 

must make copies of the reporting 

package available for public inspec-

tion. 

(3) Using the information included in 

the reporting package described in 

paragraph (c) of this section, the audi-

tor must complete the applicable data 

elements of the data collection form. 

The auditor must sign a statement to 

be included as part of the data collec-

tion form that indicates, at a min-

imum, the source of the information 

included in the form, the auditor’s re-

sponsibility for the information, that 

the form is not a substitute for the re-

porting package described in paragraph 

(c) of this section, and that the content 

of the form is limited to the collection 

of information prescribed by OMB. 

(c) Reporting package. The reporting 

package must include the: 

(1) Financial statements and sched-

ule of expenditures of Federal awards 

discussed in § 200.510 Financial state-

ments, paragraphs (a) and (b), respec-

tively; 

(2) Summary schedule of prior audit 

findings discussed in § 200.511 Audit 

findings follow-up, paragraph (b); 

(3) Auditor’s report(s) discussed in 

§ 200.515 Audit reporting; and 

(4) Corrective action plan discussed 

in § 200.511 Audit findings follow-up, 

paragraph (c). 

(d) Submission to FAC. The auditee 

must electronically submit to the FAC 

the data collection form described in 

paragraph (b) of this section and the 

reporting package described in para-

graph (c) of this section. 

(e) Requests for management letters 
issued by the auditor. In response to re-

quests by a Federal agency or pass- 

through entity, auditees must submit a 

copy of any management letters issued 

by the auditor. 

(f) Report retention requirements. 
Auditees must keep one copy of the 

data collection form described in para-

graph (b) of this section and one copy 

of the reporting package described in 

paragraph (c) of this section on file for 

three years from the date of submis-

sion to the FAC. 

(g) FAC responsibilities. The FAC must 

make available the reporting packages 

received in accordance with paragraph 

(c) of this section and § 200.507 Pro-

gram-specific audits, paragraph (c) to 

the public, except for Indian tribes ex-

ercising the option in (b)(2) of this sec-

tion, and maintain a data base of com-

pleted audits, provide appropriate in-

formation to Federal agencies, and fol-

low up with known auditees that have 

not submitted the required data collec-

tion forms and reporting packages. 

(h) Electronic filing. Nothing in this 

part must preclude electronic submis-

sions to the FAC in such manner as 

may be approved by OMB. 

FEDERAL AGENCIES 

§ 200.513 Responsibilities. 
(a)(1) Cognizant agency for audit re-

sponsibilities. A non-Federal entity ex-

pending more than $50 million a year in 

Federal awards must have a cognizant 

agency for audit. The designated cog-

nizant agency for audit must be the 

Federal awarding agency that provides 

the predominant amount of direct 

funding to a non-Federal entity unless 

OMB designates a specific cognizant 

agency for audit. 

(2) To provide for continuity of cog-

nizance, the determination of the pre-

dominant amount of direct funding 

must be based upon direct Federal 

awards expended in the non-Federal en-

tity’s fiscal years ending in 2009, 2014, 

2019 and every fifth year thereafter. 

For example, audit cognizance for peri-

ods ending in 2011 through 2015 will be 

determined based on Federal awards 

expended in 2009. 

(3) Notwithstanding the manner in 

which audit cognizance is determined, 

a Federal awarding agency with cog-

nizance for an auditee may reassign 

cognizance to another Federal award-

ing agency that provides substantial 

funding and agrees to be the cognizant 

agency for audit. Within 30 calendar 

days after any reassignment, both the 

old and the new cognizant agency for 

audit must provide notice of the 
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change to the FAC, the auditee, and, if 

known, the auditor. The cognizant 

agency for audit must: 

(i) Provide technical audit advice and 

liaison assistance to auditees and audi-

tors. 

(ii) Obtain or conduct quality control 

reviews on selected audits made by 

non-Federal auditors, and provide the 

results to other interested organiza-

tions. Cooperate and provide support to 

the Federal agency designated by OMB 

to lead a governmentwide project to 

determine the quality of single audits 

by providing a statistically reliable es-

timate of the extent that single audits 

conform to applicable requirements, 

standards, and procedures; and to make 

recommendations to address noted 

audit quality issues, including rec-

ommendations for any changes to ap-

plicable requirements, standards and 

procedures indicated by the results of 

the project. This governmentwide audit 

quality project must be performed once 

every 6 years beginning in 2018 or at 

such other interval as determined by 

OMB, and the results must be public. 

(iii) Promptly inform other affected 

Federal agencies and appropriate Fed-

eral law enforcement officials of any 

direct reporting by the auditee or its 

auditor required by GAGAS or statutes 

and regulations. 

(iv) Advise the community of inde-

pendent auditors of any noteworthy or 

important factual trends related to the 

quality of audits stemming from qual-

ity control reviews. Significant prob-

lems or quality issues consistently 

identified through quality control re-

views of audit reports must be referred 

to appropriate state licensing agencies 

and professional bodies. 

(v) Advise the auditor, Federal 

awarding agencies, and, where appro-

priate, the auditee of any deficiencies 

found in the audits when the defi-

ciencies require corrective action by 

the auditor. When advised of defi-

ciencies, the auditee must work with 

the auditor to take corrective action. 

If corrective action is not taken, the 

cognizant agency for audit must notify 

the auditor, the auditee, and applicable 

Federal awarding agencies and pass- 

through entities of the facts and make 

recommendations for follow-up action. 

Major inadequacies or repetitive sub-

standard performance by auditors must 

be referred to appropriate state licens-

ing agencies and professional bodies for 

disciplinary action. 

(vi) Coordinate, to the extent prac-

tical, audits or reviews made by or for 

Federal agencies that are in addition 

to the audits made pursuant to this 

part, so that the additional audits or 

reviews build upon rather than dupli-

cate audits performed in accordance 

with this part. 

(vii) Coordinate a management deci-

sion for cross-cutting audit findings (as 

defined in § 200.30 Cross-cutting audit 

finding) that affect the Federal pro-

grams of more than one agency when 

requested by any Federal awarding 

agency whose awards are included in 

the audit finding of the auditee. 

(viii) Coordinate the audit work and 

reporting responsibilities among audi-

tors to achieve the most cost-effective 

audit. 

(ix) Provide advice to auditees as to 

how to handle changes in fiscal years. 

(b) Oversight agency for audit re-

sponsibilities. An auditee who does not 

have a designated cognizant agency for 

audit will be under the general over-

sight of the Federal agency determined 

in accordance with § 200.73 Oversight 

agency for audit. A Federal agency 

with oversight for an auditee may reas-

sign oversight to another Federal agen-

cy that agrees to be the oversight 

agency for audit. Within 30 calendar 

days after any reassignment, both the 

old and the new oversight agency for 

audit must provide notice of the 

change to the FAC, the auditee, and, if 

known, the auditor. The oversight 

agency for audit: 

(1) Must provide technical advice to 

auditees and auditors as requested. 

(2) May assume all or some of the re-

sponsibilities normally performed by a 

cognizant agency for audit. 

(c) Federal awarding agency respon-

sibilities. The Federal awarding agency 

must perform the following for the 

Federal awards it makes (See also the 

requirements of § 200.210 Information 

contained in a Federal award): 

(1) Ensure that audits are completed 

and reports are received in a timely 

manner and in accordance with the re-

quirements of this part. 
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(2) Provide technical advice and 

counsel to auditees and auditors as re-

quested. 

(3) Follow-up on audit findings to en-

sure that the recipient takes appro-

priate and timely corrective action. As 

part of audit follow-up, the Federal 

awarding agency must: 

(i) Issue a management decision as 

prescribed in § 200.521 Management de-

cision; 

(ii) Monitor the recipient taking ap-

propriate and timely corrective action; 

(iii) Use cooperative audit resolution 

mechanisms (see § 200.25 Cooperative 

audit resolution) to improve Federal 

program outcomes through better 

audit resolution, follow-up, and correc-

tive action; and 

(iv) Develop a baseline, metrics, and 

targets to track, over time, the effec-

tiveness of the Federal agency’s proc-

ess to follow-up on audit findings and 

on the effectiveness of Single Audits in 

improving non-Federal entity account-

ability and their use by Federal award-

ing agencies in making award deci-

sions. 

(4) Provide OMB annual updates to 

the compliance supplement and work 

with OMB to ensure that the compli-

ance supplement focuses the auditor to 

test the compliance requirements most 

likely to cause improper payments, 

fraud, waste, abuse or generate audit 

finding for which the Federal awarding 

agency will take sanctions. 

(5) Provide OMB with the name of a 

single audit accountable official from 

among the senior policy officials of the 

Federal awarding agency who must be: 

(i) Responsible for ensuring that the 

agency fulfills all the requirement of 

§ 200.513 Responsibilities and effectively 

uses the single audit process to reduce 

improper payments and improve Fed-

eral program outcomes. 

(ii) Held accountable to improve the 

effectiveness of the single audit process 

based upon metrics as described in 

paragraph (c)(3)(iv) of this section. 

(iii) Responsible for designating the 

Federal agency’s key management sin-

gle audit liaison. 

(6) Provide OMB with the name of a 

key management single audit liaison 

who must: 

(i) Serve as the Federal awarding 

agency’s management point of contact 

for the single audit process both within 

and outside the Federal government. 

(ii) Promote interagency coordina-

tion, consistency, and sharing in areas 

such as coordinating audit follow-up; 

identifying higher-risk non-Federal en-

tities; providing input on single audit 

and follow-up policy; enhancing the 

utility of the FAC; and studying ways 

to use single audit results to improve 

Federal award accountability and best 

practices. 

(iii) Oversee training for the Federal 

awarding agency’s program manage-

ment personnel related to the single 

audit process. 

(iv) Promote the Federal awarding 

agency’s use of cooperative audit reso-

lution mechanisms. 

(v) Coordinate the Federal awarding 

agency’s activities to ensure appro-

priate and timely follow-up and correc-

tive action on audit findings. 

(vi) Organize the Federal cognizant 

agency for audit’s follow-up on cross- 

cutting audit findings that affect the 

Federal programs of more than one 

Federal awarding agency. 

(vii) Ensure the Federal awarding 

agency provides annual updates of the 

compliance supplement to OMB. 

(viii) Support the Federal awarding 

agency’s single audit accountable offi-

cial’s mission. 

AUDITORS 

§ 200.514 Scope of audit. 
(a) General. The audit must be con-

ducted in accordance with GAGAS. The 

audit must cover the entire operations 

of the auditee, or, at the option of the 

auditee, such audit must include a se-

ries of audits that cover departments, 

agencies, and other organizational 

units that expended or otherwise ad-

ministered Federal awards during such 

audit period, provided that each such 

audit must encompass the financial 

statements and schedule of expendi-

tures of Federal awards for each such 

department, agency, and other organi-

zational unit, which must be consid-

ered to be a non-Federal entity. The fi-

nancial statements and schedule of ex-

penditures of Federal awards must be 

for the same audit period. 

(b) Financial statements. The auditor 

must determine whether the financial 
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statements of the auditee are presented 

fairly in all material respects in ac-

cordance with generally accepted ac-

counting principles. The auditor must 

also determine whether the schedule of 

expenditures of Federal awards is stat-

ed fairly in all material respects in re-

lation to the auditee’s financial state-

ments as a whole. 

(c) Internal control. (1) The compli-

ance supplement provides guidance on 

internal controls over Federal pro-

grams based upon the guidance in 

Standards for Internal Control in the 

Federal Government issued by the 

Comptroller General of the United 

States and the Internal Control—Inte-

grated Framework, issued by the Com-

mittee of Sponsoring Organizations of 

the Treadway Commission (COSO). 

(2) In addition to the requirements of 

GAGAS, the auditor must perform pro-

cedures to obtain an understanding of 

internal control over Federal programs 

sufficient to plan the audit to support 

a low assessed level of control risk of 

noncompliance for major programs. 

(3) Except as provided in paragraph 

(c)(4) of this section, the auditor must: 

(i) Plan the testing of internal con-

trol over compliance for major pro-

grams to support a low assessed level 

of control risk for the assertions rel-

evant to the compliance requirements 

for each major program; and 

(ii) Perform testing of internal con-

trol as planned in paragraph (c)(3)(i) of 

this section. 

(4) When internal control over some 

or all of the compliance requirements 

for a major program are likely to be in-

effective in preventing or detecting 

noncompliance, the planning and per-

forming of testing described in para-

graph (c)(3) of this section are not re-

quired for those compliance require-

ments. However, the auditor must re-

port a significant deficiency or mate-

rial weakness in accordance with 

§ 200.516 Audit findings, assess the re-

lated control risk at the maximum, 

and consider whether additional com-

pliance tests are required because of 

ineffective internal control. 

(d) Compliance. (1) In addition to the 

requirements of GAGAS, the auditor 

must determine whether the auditee 

has complied with Federal statutes, 

regulations, and the terms and condi-

tions of Federal awards that may have 

a direct and material effect on each of 

its major programs. 

(2) The principal compliance require-

ments applicable to most Federal pro-

grams and the compliance require-

ments of the largest Federal programs 

are included in the compliance supple-

ment. 

(3) For the compliance requirements 

related to Federal programs contained 

in the compliance supplement, an audit 

of these compliance requirements will 

meet the requirements of this part. 

Where there have been changes to the 

compliance requirements and the 

changes are not reflected in the com-

pliance supplement, the auditor must 

determine the current compliance re-

quirements and modify the audit proce-

dures accordingly. For those Federal 

programs not covered in the compli-

ance supplement, the auditor should 

follow the compliance supplement’s 

guidance for programs not included in 

the supplement. 

(4) The compliance testing must in-

clude tests of transactions and such 

other auditing procedures necessary to 

provide the auditor sufficient appro-

priate audit evidence to support an 

opinion on compliance. 

(e) Audit follow-up. The auditor must 

follow-up on prior audit findings, per-

form procedures to assess the reason-

ableness of the summary schedule of 

prior audit findings prepared by the 

auditee in accordance with § 200.511 

Audit findings follow-up paragraph (b), 

and report, as a current year audit 

finding, when the auditor concludes 

that the summary schedule of prior 

audit findings materially misrepre-

sents the status of any prior audit find-

ing. The auditor must perform audit 

follow-up procedures regardless of 

whether a prior audit finding relates to 

a major program in the current year. 

(f) Data Collection Form. As required 

in § 200.512 Report submission para-

graph (b)(3), the auditor must complete 

and sign specified sections of the data 

collection form. 

§ 200.515 Audit reporting. 

The auditor’s report(s) may be in the 

form of either combined or separate re-

ports and may be organized differently 
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from the manner presented in this sec-

tion. The auditor’s report(s) must state 

that the audit was conducted in ac-

cordance with this part and include the 

following: 

(a) An opinion (or disclaimer of opin-

ion) as to whether the financial state-

ments are presented fairly in all mate-

rial respects in accordance with gen-

erally accepted accounting principles 

and an opinion (or disclaimer of opin-

ion) as to whether the schedule of ex-

penditures of Federal awards is fairly 

stated in all material respects in rela-

tion to the financial statements as a 

whole. 

(b) A report on internal control over 

financial reporting and compliance 

with Federal statutes, regulations, and 

the terms and conditions of the Federal 

award, noncompliance with which 

could have a material effect on the fi-

nancial statements. This report must 

describe the scope of testing of internal 

control and compliance and the results 

of the tests, and, where applicable, it 

will refer to the separate schedule of 

findings and questioned costs described 

in paragraph (d) of this section. 

(c) A report on compliance for each 

major program and report and internal 

control over compliance. This report 

must describe the scope of testing of 

internal control over compliance, in-

clude an opinion or modified opinion as 

to whether the auditee complied with 

Federal statutes, regulations, and the 

terms and conditions of Federal awards 

which could have a direct and material 

effect on each major program and refer 

to the separate schedule of findings and 

questioned costs described in para-

graph (d) of this section. 

(d) A schedule of findings and ques-

tioned costs which must include the 

following three components: 

(1) A summary of the auditor’s re-

sults, which must include: 

(i) The type of report the auditor 

issued on whether the financial state-

ments audited were prepared in accord-

ance with GAAP (i.e., unmodified opin-

ion, qualified opinion, adverse opinion, 

or disclaimer of opinion); 

(ii) Where applicable, a statement 

about whether significant deficiencies 

or material weaknesses in internal con-

trol were disclosed by the audit of the 

financial statements; 

(iii) A statement as to whether the 

audit disclosed any noncompliance 

that is material to the financial state-

ments of the auditee; 

(iv) Where applicable, a statement 

about whether significant deficiencies 

or material weaknesses in internal con-

trol over major programs were dis-

closed by the audit; 

(v) The type of report the auditor 

issued on compliance for major pro-

grams (i.e., unmodified opinion, quali-

fied opinion, adverse opinion, or dis-

claimer of opinion); 

(vi) A statement as to whether the 

audit disclosed any audit findings that 

the auditor is required to report under 

§ 200.516 Audit findings paragraph (a); 

(vii) An identification of major pro-

grams by listing each individual major 

program; however in the case of a clus-

ter of programs only the cluster name 

as shown on the Schedule of Expendi-

tures of Federal Awards is required; 

(viii) The dollar threshold used to 

distinguish between Type A and Type B 

programs, as described in § 200.518 

Major program determination para-

graph (b)(1), or (b)(3) when a recalcula-

tion of the Type A threshold is re-

quired for large loan or loan guaran-

tees; and 

(ix) A statement as to whether the 

auditee qualified as a low-risk auditee 

under § 200.520 Criteria for a low-risk 

auditee. 

(2) Findings relating to the financial 

statements which are required to be re-

ported in accordance with GAGAS. 

(3) Findings and questioned costs for 

Federal awards which must include 

audit findings as defined in § 200.516 

Audit findings, paragraph (a). 

(i) Audit findings (e.g., internal con-

trol findings, compliance findings, 

questioned costs, or fraud) that relate 

to the same issue should be presented 

as a single audit finding. Where prac-

tical, audit findings should be orga-

nized by Federal agency or pass- 

through entity. 

(ii) Audit findings that relate to both 

the financial statements and Federal 

awards, as reported under paragraphs 

(d)(2) and (d)(3) of this section, respec-

tively, should be reported in both sec-

tions of the schedule. However, the re-

porting in one section of the schedule 
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may be in summary form with a ref-

erence to a detailed reporting in the 

other section of the schedule. 
(e) Nothing in this part precludes 

combining of the audit reporting re-

quired by this section with the report-

ing required by § 200.512 Report submis-

sion, paragraph (b) Data Collection 

when allowed by GAGAS and Appendix 

X to Part 200—Data Collection Form 

(Form SF–SAC). 

§ 200.516 Audit findings. 
(a) Audit findings reported. The audi-

tor must report the following as audit 

findings in a schedule of findings and 

questioned costs: 
(1) Significant deficiencies and mate-

rial weaknesses in internal control 

over major programs and significant 

instances of abuse relating to major 

programs. The auditor’s determination 

of whether a deficiency in internal con-

trol is a significant deficiency or mate-

rial weakness for the purpose of report-

ing an audit finding is in relation to a 

type of compliance requirement for a 

major program identified in the Com-

pliance Supplement. 
(2) Material noncompliance with the 

provisions of Federal statutes, regula-

tions, or the terms and conditions of 

Federal awards related to a major pro-

gram. The auditor’s determination of 

whether a noncompliance with the pro-

visions of Federal statutes, regula-

tions, or the terms and conditions of 

Federal awards is material for the pur-

pose of reporting an audit finding is in 

relation to a type of compliance re-

quirement for a major program identi-

fied in the compliance supplement. 
(3) Known questioned costs that are 

greater than $25,000 for a type of com-

pliance requirement for a major pro-

gram. Known questioned costs are 

those specifically identified by the 

auditor. In evaluating the effect of 

questioned costs on the opinion on 

compliance, the auditor considers the 

best estimate of total costs questioned 

(likely questioned costs), not just the 

questioned costs specifically identified 

(known questioned costs). The auditor 

must also report known questioned 

costs when likely questioned costs are 

greater than $25,000 for a type of com-

pliance requirement for a major pro-

gram. In reporting questioned costs, 

the auditor must include information 

to provide proper perspective for judg-

ing the prevalence and consequences of 

the questioned costs. 

(4) Known questioned costs that are 

greater than $25,000 for a Federal pro-

gram which is not audited as a major 

program. Except for audit follow-up, 

the auditor is not required under this 

part to perform audit procedures for 

such a Federal program; therefore, the 

auditor will normally not find ques-

tioned costs for a program that is not 

audited as a major program. However, 

if the auditor does become aware of 

questioned costs for a Federal program 

that is not audited as a major program 

(e.g., as part of audit follow-up or other 

audit procedures) and the known ques-

tioned costs are greater than $25,000, 

then the auditor must report this as an 

audit finding. 

(5) The circumstances concerning 

why the auditor’s report on compliance 

for each major program is other than 

an unmodified opinion, unless such cir-

cumstances are otherwise reported as 

audit findings in the schedule of find-

ings and questioned costs for Federal 

awards. 

(6) Known or likely fraud affecting a 

Federal award, unless such fraud is 

otherwise reported as an audit finding 

in the schedule of findings and ques-

tioned costs for Federal awards. This 

paragraph does not require the auditor 

to report publicly information which 

could compromise investigative or 

legal proceedings or to make an addi-

tional reporting when the auditor con-

firms that the fraud was reported out-

side the auditor’s reports under the di-

rect reporting requirements of GAGAS. 

(7) Instances where the results of 

audit follow-up procedures disclosed 

that the summary schedule of prior 

audit findings prepared by the auditee 

in accordance with § 200.511 Audit find-

ings follow-up, paragraph (b) materi-

ally misrepresents the status of any 

prior audit finding. 

(b) Audit finding detail and clarity. 

Audit findings must be presented in 

sufficient detail and clarity for the 

auditee to prepare a corrective action 

plan and take corrective action, and 

for Federal agencies and pass-through 
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entities to arrive at a management de-

cision. The following specific informa-

tion must be included, as applicable, in 

audit findings: 

(1) Federal program and specific Fed-

eral award identification including the 

CFDA title and number, Federal award 

identification number and year, name 

of Federal agency, and name of the ap-

plicable pass-through entity. When in-

formation, such as the CFDA title and 

number or Federal award identification 

number, is not available, the auditor 

must provide the best information 

available to describe the Federal 

award. 

(2) The criteria or specific require-

ment upon which the audit finding is 

based, including the Federal statutes, 

regulations, or the terms and condi-

tions of the Federal awards. Criteria 

generally identify the required or de-

sired state or expectation with respect 

to the program or operation. Criteria 

provide a context for evaluating evi-

dence and understanding findings. 

(3) The condition found, including 

facts that support the deficiency iden-

tified in the audit finding. 

(4) A statement of cause that identi-

fies the reason or explanation for the 

condition or the factors responsible for 

the difference between the situation 

that exists (condition) and the required 

or desired state (criteria), which may 

also serve as a basis for recommenda-

tions for corrective action. 

(5) The possible asserted effect to 

provide sufficient information to the 

auditee and Federal agency, or pass- 

through entity in the case of a sub-

recipient, to permit them to determine 

the cause and effect to facilitate 

prompt and proper corrective action. A 

statement of the effect or potential ef-

fect should provide a clear, logical link 

to establish the impact or potential 

impact of the difference between the 

condition and the criteria. 

(6) Identification of questioned costs 

and how they were computed. Known 

questioned costs must be identified by 

applicable CFDA number(s) and appli-

cable Federal award identification 

number(s). 

(7) Information to provide proper per-

spective for judging the prevalence and 

consequences of the audit findings, 

such as whether the audit findings rep-

resent an isolated instance or a sys-

temic problem. Where appropriate, in-

stances identified must be related to 

the universe and the number of cases 

examined and be quantified in terms of 

dollar value. The auditor should report 

whether the sampling was a statis-

tically valid sample. 
(8) Identification of whether the 

audit finding was a repeat of a finding 

in the immediately prior audit and if 

so any applicable prior year audit find-

ing numbers. 
(9) Recommendations to prevent fu-

ture occurrences of the deficiency iden-

tified in the audit finding. 
(10) Views of responsible officials of 

the auditee. 
(c) Reference numbers. Each audit 

finding in the schedule of findings and 

questioned costs must include a ref-

erence number in the format meeting 

the requirements of the data collection 

form submission required by § 200.512 

Report submission, paragraph (b) to 

allow for easy referencing of the audit 

findings during follow-up. 

§ 200.517 Audit documentation. 
(a) Retention of audit documentation. 

The auditor must retain audit docu-

mentation and reports for a minimum 

of three years after the date of 

issuance of the auditor’s report(s) to 

the auditee, unless the auditor is noti-

fied in writing by the cognizant agency 

for audit, oversight agency for audit, 

cognizant agency for indirect costs, or 

pass-through entity to extend the re-

tention period. When the auditor is 

aware that the Federal agency, pass- 

through entity, or auditee is con-

testing an audit finding, the auditor 

must contact the parties contesting 

the audit finding for guidance prior to 

destruction of the audit documentation 

and reports. 
(b) Access to audit documentation. 

Audit documentation must be made 

available upon request to the cognizant 

or oversight agency for audit or its des-

ignee, cognizant agency for indirect 

cost, a Federal agency, or GAO at the 

completion of the audit, as part of a 

quality review, to resolve audit find-

ings, or to carry out oversight respon-

sibilities consistent with the purposes 

of this part. Access to audit docu-

mentation includes the right of Federal 
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agencies to obtain copies of audit docu-

mentation, as is reasonable and nec-

essary. 

§ 200.518 Major program determina-
tion. 

(a) General. The auditor must use a 

risk-based approach to determine 

which Federal programs are major pro-

grams. This risk-based approach must 

include consideration of: current and 

prior audit experience, oversight by 

Federal agencies and pass-through en-

tities, and the inherent risk of the Fed-

eral program. The process in para-

graphs (b) through (i) of this section 

must be followed. 

(b) Step one.(1) The auditor must 

identify the larger Federal programs, 

which must be labeled Type A pro-

grams. Type A programs are defined as 

Federal programs with Federal awards 

expended during the audit period ex-

ceeding the levels outlined in the table 

in this paragraph (b)(1): 

Total Federal awards ex-
pended Type A/B threshold 

Equal to $750,000 but less 
than or equal to $25 million.

$750,000. 

Exceed $25 million but less 
than or equal to $100 mil-
lion.

Total Federal awards ex-
pended times .03. 

Exceed $100 million but less 
than or equal to $1 billion.

$3 million. 

Exceed $1 billion but less 
than or equal to $10 billion.

Total Federal awards ex-
pended times .003. 

Exceed $10 billion but less 
than or equal to $20 billion.

$30 million. 

Exceed $20 billion ................. Total Federal awards ex-
pended times .0015. 

(2) Federal programs not labeled 

Type A under paragraph (b)(1) of this 

section must be labeled Type B pro-

grams. 

(3) The inclusion of large loan and 

loan guarantees (loans) should not re-

sult in the exclusion of other programs 

as Type A programs. When a Federal 

program providing loans exceeds four 

times the largest non-loan program it 

is considered a large loan program, and 

the auditor must consider this Federal 

program as a Type A program and ex-

clude its values in determining other 

Type A programs. This recalculation of 

the Type A program is performed after 

removing the total of all large loan 

programs. For the purposes of this 

paragraph a program is only considered 

to be a Federal program providing 

loans if the value of Federal awards ex-

pended for loans within the program 

comprises fifty percent or more of the 

total Federal awards expended for the 

program. A cluster of programs is 

treated as one program and the value 

of Federal awards expended under a 

loan program is determined as de-

scribed in § 200.502 Basis for deter-

mining Federal awards expended. 
(4) For biennial audits permitted 

under § 200.504 Frequency of audits, the 

determination of Type A and Type B 

programs must be based upon the Fed-

eral awards expended during the two- 

year period. 

(c) Step two. (1) The auditor must 

identify Type A programs which are 

low-risk. In making this determina-

tion, the auditor must consider wheth-

er the requirements in § 200.519 Criteria 

for Federal program risk paragraph (c), 

the results of audit follow-up, or any 

changes in personnel or systems affect-

ing the program indicate significantly 

increased risk and preclude the pro-

gram from being low risk. For a Type 

A program to be considered low-risk, it 

must have been audited as a major pro-

gram in at least one of the two most 

recent audit periods (in the most re-

cent audit period in the case of a bien-

nial audit), and, in the most recent 

audit period, the program must have 

not had: 

(i) Internal control deficiencies 

which were identified as material 

weaknesses in the auditor’s report on 

internal control for major programs as 

required under § 200.515 Audit report-

ing, paragraph (c); 

(ii) A modified opinion on the pro-

gram in the auditor’s report on major 

programs as required under § 200.515 

Audit reporting, paragraph (c); or 

(iii) Known or likely questioned costs 

that exceed five percent of the total 

Federal awards expended for the pro-

gram. 

(2) Notwithstanding paragraph (c)(1) 

of this section, OMB may approve a 

Federal awarding agency’s request that 

a Type A program may not be consid-

ered low risk for a certain recipient. 

For example, it may be necessary for a 

large Type A program to be audited as 

a major program each year at a par-

ticular recipient to allow the Federal 

awarding agency to comply with 31 
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U.S.C. 3515. The Federal awarding 

agency must notify the recipient and, 

if known, the auditor of OMB’s ap-

proval at least 180 calendar days prior 

to the end of the fiscal year to be au-

dited. 

(d) Step three. (1) The auditor must 

identify Type B programs which are 

high-risk using professional judgment 

and the criteria in § 200.519 Criteria for 

Federal program risk. However, the 

auditor is not required to identify more 

high-risk Type B programs than at 

least one fourth the number of low-risk 

Type A programs identified as low-risk 

under Step 2 (paragraph (c) of this sec-

tion). Except for known material weak-

ness in internal control or compliance 

problems as discussed in § 200.519 Cri-

teria for Federal program risk para-

graphs (b)(1), (b)(2), and (c)(1), a single 

criteria in risk would seldom cause a 

Type B program to be considered high- 

risk. When identifying which Type B 

programs to risk assess, the auditor is 

encouraged to use an approach which 

provides an opportunity for different 

high-risk Type B programs to be au-

dited as major over a period of time. 

(2) The auditor is not expected to per-

form risk assessments on relatively 

small Federal programs. Therefore, the 

auditor is only required to perform risk 

assessments on Type B programs that 

exceed twenty-five percent (0.25) of the 

Type A threshold determined in Step 1 

(paragraph (b) of this section). 

(e) Step four. At a minimum, the 

auditor must audit all of the following 

as major programs: 

(1) All Type A programs not identi-

fied as low risk under step two (para-

graph (c)(1) of this section). 

(2) All Type B programs identified as 

high-risk under step three (paragraph 

(d) of this section). 

(3) Such additional programs as may 

be necessary to comply with the per-

centage of coverage rule discussed in 

paragraph (f) of this section. This may 

require the auditor to audit more pro-

grams as major programs than the 

number of Type A programs. 

(f) Percentage of coverage rule. If the 

auditee meets the criteria in § 200.520 

Criteria for a low-risk auditee, the 

auditor need only audit the major pro-

grams identified in Step 4 (paragraph 

(e)(1) and (2) of this section) and such 

additional Federal programs with Fed-

eral awards expended that, in aggre-

gate, all major programs encompass at 

least 20 percent (0.20) of total Federal 

awards expended. Otherwise, the audi-

tor must audit the major programs 

identified in Step 4 (paragraphs (e)(1) 

and (2) of this section) and such addi-

tional Federal programs with Federal 

awards expended that, in aggregate, all 

major programs encompass at least 40 

percent (0.40) of total Federal awards 

expended. 

(g) Documentation of risk. The auditor 

must include in the audit documenta-

tion the risk analysis process used in 

determining major programs. 

(h) Auditor’s judgment. When the 

major program determination was per-

formed and documented in accordance 

with this Subpart, the auditor’s judg-

ment in applying the risk-based ap-

proach to determine major programs 

must be presumed correct. Challenges 

by Federal agencies and pass-through 

entities must only be for clearly im-

proper use of the requirements in this 

part. However, Federal agencies and 

pass-through entities may provide 

auditors guidance about the risk of a 

particular Federal program and the 

auditor must consider this guidance in 

determining major programs in audits 

not yet completed. 

§ 200.519 Criteria for Federal program 
risk. 

(a) General. The auditor’s determina-

tion should be based on an overall eval-

uation of the risk of noncompliance oc-

curring that could be material to the 

Federal program. The auditor must 

consider criteria, such as described in 

paragraphs (b), (c), and (d) of this sec-

tion, to identify risk in Federal pro-

grams. Also, as part of the risk anal-

ysis, the auditor may wish to discuss a 

particular Federal program with 

auditee management and the Federal 

agency or pass-through entity. 

(b) Current and prior audit experience. 
(1) Weaknesses in internal control over 

Federal programs would indicate high-

er risk. Consideration should be given 

to the control environment over Fed-

eral programs and such factors as the 

expectation of management’s adher-

ence to Federal statutes, regulations, 
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and the terms and conditions of Fed-

eral awards and the competence and 

experience of personnel who administer 

the Federal programs. 

(i) A Federal program administered 

under multiple internal control struc-

tures may have higher risk. When as-

sessing risk in a large single audit, the 

auditor must consider whether weak-

nesses are isolated in a single oper-

ating unit (e.g., one college campus) or 

pervasive throughout the entity. 

(ii) When significant parts of a Fed-

eral program are passed through to 

subrecipients, a weak system for moni-

toring subrecipients would indicate 

higher risk. 

(2) Prior audit findings would indi-

cate higher risk, particularly when the 

situations identified in the audit find-

ings could have a significant impact on 

a Federal program or have not been 

corrected. 

(3) Federal programs not recently au-

dited as major programs may be of 

higher risk than Federal programs re-

cently audited as major programs with-

out audit findings. 

(c) Oversight exercised by Federal agen-
cies and pass-through entities. (1) Over-

sight exercised by Federal agencies or 

pass-through entities could be used to 

assess risk. For example, recent moni-

toring or other reviews performed by 

an oversight entity that disclosed no 

significant problems would indicate 

lower risk, whereas monitoring that 

disclosed significant problems would 

indicate higher risk. 

(2) Federal agencies, with the concur-

rence of OMB, may identify Federal 

programs that are higher risk. OMB 

will provide this identification in the 

compliance supplement. 

(d) Inherent risk of the Federal pro-
gram. (1) The nature of a Federal pro-

gram may indicate risk. Consideration 

should be given to the complexity of 

the program and the extent to which 

the Federal program contracts for 

goods and services. For example, Fed-

eral programs that disburse funds 

through third party contracts or have 

eligibility criteria may be of higher 

risk. Federal programs primarily in-

volving staff payroll costs may have 

high risk for noncompliance with re-

quirements of § 200.430 Compensation— 

personal services, but otherwise be at 

low risk. 

(2) The phase of a Federal program in 

its life cycle at the Federal agency 

may indicate risk. For example, a new 

Federal program with new or interim 

regulations may have higher risk than 

an established program with time-test-

ed regulations. Also, significant 

changes in Federal programs, statutes, 

regulations, or the terms and condi-

tions of Federal awards may increase 

risk. 

(3) The phase of a Federal program in 

its life cycle at the auditee may indi-

cate risk. For example, during the first 

and last years that an auditee partici-

pates in a Federal program, the risk 

may be higher due to start-up or close-

out of program activities and staff. 

(4) Type B programs with larger Fed-

eral awards expended would be of high-

er risk than programs with substan-

tially smaller Federal awards ex-

pended. 

§ 200.520 Criteria for a low-risk 
auditee. 

An auditee that meets all of the fol-

lowing conditions for each of the pre-

ceding two audit periods must qualify 

as a low-risk auditee and be eligible for 

reduced audit coverage in accordance 

with § 200.518 Major program deter-

mination. 

(a) Single audits were performed on 

an annual basis in accordance with the 

provisions of this Subpart, including 

submitting the data collection form 

and the reporting package to the FAC 

within the timeframe specified in 

§ 200.512 Report submission. A non-Fed-

eral entity that has biennial audits 

does not qualify as a low-risk auditee. 

(b) The auditor’s opinion on whether 

the financial statements were prepared 

in accordance with GAAP, or a basis of 

accounting required by state law, and 

the auditor’s in relation to opinion on 

the schedule of expenditures of Federal 

awards were unmodified. 

(c) There were no deficiencies in in-

ternal control which were identified as 

material weaknesses under the require-

ments of GAGAS. 

(d) The auditor did not report a sub-

stantial doubt about the auditee’s abil-

ity to continue as a going concern. 
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(e) None of the Federal programs had 

audit findings from any of the fol-

lowing in either of the preceding two 

audit periods in which they were classi-

fied as Type A programs: 

(1) Internal control deficiencies that 

were identified as material weaknesses 

in the auditor’s report on internal con-

trol for major programs as required 

under § 200.515 Audit reporting, para-

graph (c); 

(2) A modified opinion on a major 

program in the auditor’s report on 

major programs as required under 

§ 200.515 Audit reporting, paragraph (c); 

or 

(3) Known or likely questioned costs 

that exceeded five percent of the total 

Federal awards expended for a Type A 

program during the audit period. 

MANAGEMENT DECISIONS 

§ 200.521 Management decision. 
(a) General. The management deci-

sion must clearly state whether or not 

the audit finding is sustained, the rea-

sons for the decision, and the expected 

auditee action to repay disallowed 

costs, make financial adjustments, or 

take other action. If the auditee has 

not completed corrective action, a 

timetable for follow-up should be 

given. Prior to issuing the manage-

ment decision, the Federal agency or 

pass-through entity may request addi-

tional information or documentation 

from the auditee, including a request 

for auditor assurance related to the 

documentation, as a way of mitigating 

disallowed costs. The management de-

cision should describe any appeal proc-

ess available to the auditee. While not 

required, the Federal agency or pass- 

through entity may also issue a man-

agement decision on findings relating 

to the financial statements which are 

required to be reported in accordance 

with GAGAS. 

(b) Federal agency. As provided in 

§ 200.513 Responsibilities, paragraph 

(a)(7), the cognizant agency for audit 

must be responsible for coordinating a 

management decision for audit find-

ings that affect the programs of more 

than one Federal agency. As provided 

in § 200.513 Responsibilities, paragraph 

(c)(3), a Federal awarding agency is re-

sponsible for issuing a management de-

cision for findings that relate to Fed-
eral awards it makes to non-Federal 
entities. 

(c) Pass-through entity. As provided in 
§ 200.331 Requirements for pass-through 
entities, paragraph (d), the pass- 
through entity must be responsible for 
issuing a management decision for 
audit findings that relate to Federal 
awards it makes to subrecipients. 

(d) Time requirements. The Federal 
awarding agency or pass-through enti-
ty responsible for issuing a manage-
ment decision must do so within six 
months of acceptance of the audit re-
port by the FAC. The auditee must ini-
tiate and proceed with corrective ac-
tion as rapidly as possible and correc-
tive action should begin no later than 
upon receipt of the audit report. 

(e) Reference numbers. Management 
decisions must include the reference 
numbers the auditor assigned to each 
audit finding in accordance with 
§ 200.516 Audit findings paragraph (c). 

APPENDIX I TO PART 200—FULL TEXT OF 
NOTICE OF FUNDING OPPORTUNITY 

The full text of the notice of funding op-

portunity is organized in sections. The re-

quired format outlined in this appendix indi-

cates immediately following the title of each 

section whether that section is required in 

every announcement or is a Federal award-

ing agency option. The format is designed so 

that similar types of information will appear 

in the same sections in announcements of 

different Federal funding opportunities. To-

ward that end, there is text in each of the 

following sections to describe the types of in-

formation that a Federal awarding agency 

would include in that section of an actual 

announcement. 
A Federal awarding agency that wishes to 

include information that the format does not 

specifically discuss may address that subject 

in whatever section(s) is most appropriate. 

For example, if a Federal awarding agency 

chooses to address performance goals in the 

announcement, it might do so in the funding 

opportunity description, the application con-

tent, or the reporting requirements. 
Similarly, when this format calls for a 

type of information to be in a particular sec-

tion, a Federal awarding agency wishing to 

address that subject in other sections may 

elect to repeat the information in those sec-

tions or use cross references between the sec-

tions (there should be hyperlinks for cross- 

references in any electronic versions of the 

announcement). For example, a Federal 

awarding agency may want to include in 

Section I information about the types of 
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